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YOU Are One of the Editors of This 
Magazine 








HAT is true of many publications, 
doubtless, but perhaps not of so 
many in the financial field as in 

some others. No publication can succeed 
unless its readers want it badly enough 
to buy it and pay for it, hence it must, 
to some extent at least, adapt itself to 
readers’ requirements. 

The readers of THE MAGAZINE OF 
WALL Street, at any rate, have prac- 
tically determined its character. As fast 
as we found out what they wanted we 
have tried to give it to them. 

And the beautiful thing about this plan 
is that it works. If you don’t believe it, 
compare the magazine in its sixth year 


with the first year. 
* * * 


N pursuance of this policy we have sev- 
eral times in the past asked our read- 
ers to check a list of features and subjects 
and return it to us, with any suggestions 
that might occur to them, and they have 
responded in a way that convinced us of 
their friendship and their desire to co- 
operate. We are printing a blank form 
herewith and we hope that YOU will 
fill it out and mail it, whether you are 
a new friend or an old one. 

Remember, we are making this maga- 
zine FOR YOU. When you put up the 
money to pay for it you rightfully acquire 
a voice in its management, in proportion 
to the amount you expend. 

(N. B.—This principle doesn't apply 
to advertisers. We give them a good 
circulation among the best class of in- 
vestors, but they have no voice in our 
policies, nor in the character of our read- 
ing matter. 
ones already know it.) 


This to new readers—old 





NE question which has been debated 
at intervals among our staff is that 


of making the magazine somewhat 
smaller and issuing it every two weeks. 
This would increase our expense of pro- 
duction, of course, but would have 
some manifest advantages. It could be 
more easily carried in the pocket, to be 
read at odd moments. Subscribers would 
get 26 issues a year instead of 12, with a 
considerable increase in total reading 
matter. Subjects of current and timely 
interest could be treated more 
promptly than at present. 

The objections are mostly business 
reasons—more work, more expense, in- 
creased editorial, printing, mailing and 
office forces, a lower price and smaller 
profits per copy on the newsstands. 

ok K aS 

PRESUMABLY regular subscribers 

would welcome the change, since 
they would get more for their money. 
We would not increase the subscription 
price to more than $3.50 a year, and 
might be able to keep it at $3—would 
have to figure on that pretty carefully be- 
fore we could say, as every 50 cents 
counts, when multiplied by our mailing 
list. 

One point on which we are a little 
doubtful is the effect on our newsstand 
circulation, which is large, and would 
have to be still larger to make the bi- 
weekly plan pay. If you are a news- 
stand buyer, would vou prefer the mag- 
azine every two weeks at 15 cents a copy, 
instead of once a month at 25 cents? You 
will notice that we have added a special 
question to the blank covering that point. 

Of course this change couldn't be made 
in a hurry. But we would like to get 
your opinion of it. 


much 
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PLEASE FILL OUT AND MAIL 


THE MAGAZINE QF WALL Street, 120 Liberty Street, N. Y. 

I have checked below the subjectsand departments of your magazine in 
which I am at all interested, and have placed two checks before those in which 
I am especially interested. 


DEPARTMENTS: "© = ——— aeeees Gold production and reserves. 

reese ¢ Bond Department. .....+. Tariff and politics. 

‘ews ¢ Bond Buyer’s Guide. ......Forecasting business conditions. 

feseed Public Utilities. ......Investment principles and meth- 

piddu Investment Department. ods. 

Sioned Digest of Current Financial ......Principles and methods of spec- 

Opinion. ulation. 

tau 4 Side Lights on Wall Street. ....+-Bond Market Topics. 

— oe Bargain Indicator. ......Public Utility Notes. 

iieand Railroad Earnings. .....-Discussion of current market 

jipene Investment Digest. conditions. 

deen 4 Mining Stocks. ......-Office Trading. 

-senee Trader’s Department. ......lape Reading. . 

waeten 6 Inquiry Department. ......Experiences of investors. 

comme’ Figure Chart. ......Experiences of traders. 
LC eee Stock market charts. 

......Situation Summarized. ......5Statistical charts (or graphics). 

jeueet Market Outlook. ......Grain and cotton situation. 

~saen ee Cement le kat Trading in grain and cotton. 

i oe ee Opportunities for small. investors. 

+ibeee The money market. ......Unlisted stocks and bonds. 

cabinet Iron and steel. ......Analyses of individual securities. 


I would suggest the following changes, additions, or improvements. (Use 
separate sheet if desired. Write on one side only) : 


ec eco ee eee eee eee eseeseseeeeeeeseet eee FeeSFEeSeeseeeeeSeeeseeeeseseeeseseeeeeese® 
COSCO SESE SHE SHESHEHSHSESHSSEHSHHSSEHSHSESHSSEHEHTHEHSHHSHSHEHSSHHEHHEHSEHESHSSHSSSHSSHSHSESseHeeeseseses 
COO SSSOSESHOSSSHSSHSSHESSSSSEHSSSHSSHSSHSFTSHSSESSESSSSSOHSSHESSHSSHSSHESSSSHESHEHHHESTESEEE®S 


Special Question to Newsstand Buyers 


Would you prefer to have the magazine issued every two weeks, about 50 
pages of reading matter, price 15 cents, retaining its present general character 
but including more articles of current and timely application to investment and 


market conditions? .......... 
(Yes or No.) 


375735 
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Che Master Builder 


g)** thing my father said f 
shall always remember:— 
“Don’t discount the future of 
America. 
“There may be times when 
‘ things are dark and cloudy; 
when unerertainty will rause 
some to distrust and others to 
think there is too murh produr- 
tion, too murh building of rail- 
roads, and too murh deurlop- 
ment in other enterprises. In 
such times, and at all times, re- 
member that the great growth 
of this vast rountry will take 
rare of all.” 
Said he, “Any man who is a 
hear on the future of this roun- 
try will go broke.” 





J. Pierpont Morgan 
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WO quotations are 
placed here, at the 
beginning of this re- 
view. They refer to 
the task ahead, in 
the readjustment of 
the tariff and the 
readjustment of the 
market values of se- 
curities. The first: 


We must abolish 
everything that bears 
even the semblance of 
privilege or of any kind 
of artificial advantage, 
and put our business 
men and producers un- 
der the stimulation of 
a constant necessity to 
be efficient, economical, 
and enterprising, masters of competitive su- 
premacy, better workers and merchants than 
any in the world. 


The second : 


A reform wave is sweeping the nation. It 
has turned the Government over to new law- 
makers and administrators, pledged to a re- 
form of present evils. 

My investigation into present conditions leads 
me to the opinion that investors will not have 
over three months, dating from today, in 
which to make the exchange from bad stocks 
and bonds into good ones. If they wait too 
long and all start to make the exchange at 
once, financialdom will surely be confronted 
with a disastrous condition. 


























The first of the quotations is from the 
short message which the President read 
to Congress on the opening day, and the 
second is from a widely circulated adver- 
tisement signed Thomas W. Lawson, 
and printed on the day the President 
read his message. We doubt if they will 
be regarded with equal seriousness. 


A Grown 
Man’s Job. 
| lisa pretty big task the President sets 
—to “abolish everything that bears 
even the semblance of privilege.” It is 
a work of “gigantic, yet delicate and dis- 
criminating,” to use the words of Finan- 
cial America. That paper calls attention 
to a later paragraph in the President's 
message which bids us not “to move 
toward this end headlong,” and then ad- 
mits its own puzzlement: 

How the economic evils of a generation, 
arising from tariff privilege, are to be extir- 
pated moderately in a session of numbered 
months—and _ the President asks that this be 
done “promptly”—is, to say the least, puzzling. 
Similarly, he does not state ‘clearly how the 
“free channels of prosperity” are to be re- 
opened to our people after the last vestige of 
privilege has been removed—an accomplish- 
ment, desired by the President, which would 
prostrate and invert our whole industrial sys- 
tem, since, according to him, monopoly lurks 
behind even our crudest forms of combination. 
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L a Min Hn,| 
“HANDLE WITH CARE!” 
—Brooklyn Eagle. 


Who'll Hold the 
Wool Bag? 
F that “bloody angle” in the tariff bat- 
tles of the nation, the wool duties, 
Mr. Thomas W. Page, who was one of 
the Democratic members of the Tariff 
Board of 1911, writes judicially in the 
North American Review. Free wool 
may come—he hopes it will—but he does 
not look forward to any wholesale 
slaughtering of our sheep, even if the 
Underwood measure’s purpose is carried 
out into law. Such action, he thinks, 
would greatly injure a considerable 
number of men in the sheep business, 
but— 

The industry as a whole would not materially 
suffer ; it would even make a substantial gain 
in being freed from the necessity of “playing 
politics” and relieved of the uncertainty and 
anxiety that will hamper it as long as the 
duties are there to be defended. There would 
be a temporary setback owing to panic, but 
forces that are already at work would soon 
build up the industry along new lines and on 
a more stable foundation. 





A Sweet Job for 
the Sugar Men. 
OL. WEXLER, a New Orleans 
banker, has talked with President 
Wilson about the proposed wiping out 
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of the duty on sugar in three years, 
and the immediate radical cut. In the 
New Orleans States, Mr. Wexler re- 
ported that the President sincerely be- 
lieves that sugar can profitably be pro- 
duced in Louisiana without the protec- 
tion of a duty, and that the three years 
allowed by the bill before it is made 
quite free will be sufficient time for the 
growers and manufacturers to reorgan- 
ize and introduce economies which will 
put the industry on a sounder basis. 

“But,” says the States, taking Mr. Wexler’s 
lead, “the President has undoubtedly been mis- 
led, and as the case is now presented, it is for 
Louisiana to show the President and the 
Democratic majority in the Senate that the 
President's idea that sugar can be raised here 
without a duty is utterly fallacious and that 
free sugar means the extinction of the industry, 
an enormous shrinkage in property values and 
acute suffering to tens of thousands of people 
who get their livelihood directly or indirectly, 
wholly or in part from that industry.” 

A Plan to Save 
Cane Sugar. 
[X the March issue of the Gulf States 
Banker appeared the report of a tenta- 
tive plan for the formation of the Louisi- 
ana Cane Sugar Company, a $60,000,000 
holding company to be organized in case 
the reduction on sugar should turn out 
to be a moderate one. The company 
would put all the sugar interests under 
a single management, and cut down the 
number of factories in the State from 
168 to 50. It is further explained: 

Sol. Wexler, vice-president of the Whitney- 
Central Bank, prepared the prospectus asking 
an investory of each factory. He submitted 
the proposition to Eastern bankers who were 
favorably impressed with its feasibility. Mr. 
Wexler’s plan further contemplates the organ- 
ization of a subsidiary company with a capital 
of $1,000,000 to be known as the Agricultural 
Credit Company, the object of which will be 
to furnish growers of cane entitled to credit, 
with the necessary funds for the carrying on 
of their planting operations. These advances 
will be made to them at the lowest rate of in- 
terest and withottt any commissions or other 
charges. 


Steel Can 
Stand the Stress. 
66@ NE of the largest stockholders” of 
the United States Steel Corpora- 
tion has explained to the New York Sun 
the strong position of that company for 
meeting foreign competition if the tariff 
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changes on steel go into effect. He re- 
viewed the widely known facts as to the 
growth of the Steel Corporation in re- 
sources and capacity, with its slight in- 
crease, in the same period, of capital 
charges, and puts out this optimistic 
prophecy : 

The investor can contemplate tariff reduc- 
tion without alarm. At the worst it will in- 
volve little beyond readjustment of conditions 
and a quickened search for lower costs of 
production. . 

The average duty on iron and steel imports 
has fallen from 45 and 50 per cent. in the 
00s to less than 30 per cent., but prices have 
risen, output has almost quadrupled, and, as 
just shown, we have developed a large export 
trade. 


1897. 1910. 

Ad valorem duty..... 37.94% 33.35% 
Average steel prices, 

ae 17.79 $26.23 
Net exports of iron 

2” ae $41,403,315 $139,325,461 
Pig iron production, 

SE cacckexeckegesh 7,156,957 27,303,567 


While the Debate Rages, 

What of the Market? 
HAT effect will the long debate on 
the tariff bill have on the stock 
market? Let us turn to the precedents, 
suggests the New York Evening Post. 
In 1909 while the Payne-Aldrich Bill was 
under discussion, rising prices and active 
speculation made the New York Stock 
Exchange a lively center. Steel rose from 
43 to 78, and Union Pacific from 173 to 
219, and long before the bill was passed 
it had ceased to be regarded as a funda- 

mental influence of the year. 


The Wilson bill of 1894 was laid before 
the House in January, not six months after 
the panic of 1893. Debate on the lower sched- 
ules was greeted first by a dull and lifeless 
market, but in March, when it was seen that 
the Senate disagreed with the House on many 
schedules, there was am increase of activity 
and an advance in prices, the advance being 
helped by the broadening of business through- 
out the United States. After that, influences 
other than the tariff debate superseded in stock 
market discussion, the revolt of the railway 
unions, the threatened collapse of the Treasury 
gold reserve, and the disastrous corn crop 
failure coming close on one another. 

If discussion of lower tariffs has not led 
directly to falling prices, discussion of higher 
tariffs has not always led to advancing prices. 
Argument on the Dingley bill of 1897, which 
proposed large increase in import duties, was 
accompanied by a _ considerably disordered 
market, which did not turn for the better 
until the highly favorable outlook for our 





growing wheat drew attention to that quarter. 
The McKinley Tariff bill of 1890 was accom- 
panied by an excited speculative boom; but a 
month after it became a law, in September, 
the Stock Exchange was in panic. 


CHORUS, “YOU SHOULD CUT IT OFF ABOUT THERE” 
Prom the Jersey Journal Garay City NJ 


THE TARIFF DOCTORS DISAGREE 


The Income Tax?—In- 

vestors Should Worry! 
ENERALLY, it is thought that the 
income tax feature of the Under- 
wood Bill will have a very slight effect 
on investors. The Wall Street Journal, 
however, raises the question: Who is 
to pay this tax on the income from bonds 
which are usually sold with the provision 
that the issuing company shall meet all 
tax charges? Lawyers differ, says the 
Journal, in their opinions of whether or 
not the bondholder may be able to pass 
that income tax charge along, but it does 

seem doubtful. 

The tax is so small, however, that it will 
have no effect on bond prices. An investor 
has to hold about $100,000 in bonds, if that 
is his only income, before he is subject to any 
tax. And then the tax of 1 per cent. amounts 
to only 40 cents on the income of each $1,000 
4 per cent. bond. The highest rate of 4 per 
cent. on incomes over $100,000 amounts to 
only $1.60 on each $1,000 bond held above 
approximately $2,500,000 worth. 


Points for Brokers and 
Bankers to Remember. 
soyT is not doubted, however,” says the 

Journal, quoting a lawyer who an- 
alyzed the provision for a Stock Ex- 
change house, “that bankers and brokers 
will be required to keep account of and 
report all sums received through them 
by their customers from investments in 
foreign securities. 
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The return of payments on account of for- 
eign investment must include the dividends on 
stocks as well as the interest on bonds, since 
a foreign corporation does not pay the cor- 
poration income tax. It must include divi- 
dends on Canadian Pacific and the many other 
foreign stocks dealt in on the Stock Exchange 
as well as interest on bonds of foreign corpo- 
rations and governments. The big interna- 
tional banking houses will be bothered con- 
siderably by this provision, since each of them 
collect large sums for customers who have 
foreign investments. 

The lawyer was also asked to give his opin- 
ion as to whether or not the broker would be 
obliged to report the amount made by cus- 
tomers speculating in stocks. He reported 
that there was no doubt whatever that gains 
from trading in stocks were taxable as net 
income. As to whether or not the law would 
compel a broker to make a report of these 
gains, he said that the law was not explicit, 
but it was his opinion that such reports would 
be required. 


The Poor Policyholder 
Will Really Worry. 
[N a circular letter to the 750,000 pol- 
icyholders of the New York Life 
Insurance Company, President Kings- 
ley tells the man whose income is under 
$4,000 a year not to delude himself into 
thinking that he will not have to pay it. 
He wants all of these 750,000 to protest 
to Congress against the economic folly 
and the wrong to them personally in- 
volved in that provision of the income 
tax section which taxes the net income 
of the life insurance companies operat- 
ing on the mutual plan. To the policy- 
holders Mr. Kingsley writes: 

The bill proposes to tax all life insurance 
companies operating on the mutual plan 1 per 
cent. on their net income. You will therefore 
be taxed. If you had been improvident and 
neglectful of your family, and had refused to 
take sound life insurance, you would not be 
taxed; but because you have been provident 
and patriotic you are to be punished. 

It is time you spoke out. You should have 
spoken out long ago. 

The several States of the Union and the 
Federal Government together now take from 
you annually, in this company alone, over $1,- 
000,000 which would otherwise, in due course, 
go back to you in cash or in the reduction of 
the cost of your insurance. The several States 
are constantly increasing these taxes. Now 
comes the Federal Government, and without 
giving us a franchise or any supervision (as 
the States do), proposes to increase its takings 
by a sum which it is impossible now to 
forecast. 


Of the other big life insurance com- 
panies, the Equitable and the Mutual 





have also sent out circulars pointing out 
the effect of the law on the policyhold- 
ers. President Day, of the Equitable, 
shows that this tax, if it is levied on the 
net earnings of the mutual companies, 
may under certain circumstances, be col- 
lected four times. . Already, says Mr. 
Day, the policyholders are taxed about 
two per cent. on all premiums paid— 
what the new income tax, with its four 
opportunities to dig into the pocket of 
the prudent policyholder, will add to that 
cannot now be estimated. 


Is It Hard to Save? 
Read This! 
se HE discouragement of thrift,” is a 
title used over an editorial in Col- 
lier’s, which calls to mind the constantly 
decreasing value of the eighteen billions 
of the country’s savings which have gone 
into life insurance, and which the com- 
panies have invested in securities. 
Roughly speaking, the policy holder 
has been paying in one-dollar bills: he 
will get back sixty-six-cent pieces. The- 
oretically, the compounding of the inter- 
est on premiums ought to pay the com- 
panies’ expenses and yield the policy 
holders a profit on the average payment. 
In point of fact, with the extravagance 
of the companies and the decline in the 
purchasing power of the dollar, there is 
a serious loss. This is not as it should 
be. A remedy might lie in a radical 
change in investment. A larger part of 
the insurance money is loaned directly or 
indirectly on land. Actual ownership of 
the land ought to be as safe as loans, and, 
if gold inflation is to continue, more 
profitable. It is something to think 
about. 


Don’t Get Optimistic 

About Rates. 
WARNING to investors has been 
put out by the Interstate Com- 
merce Commission: It is directed to 
those who put their money in industrials, 
but it quite as clearly serves notice upon 
bondholders and stockholders of the rail- 
roads. The Commission was considering 
the rates on pig iron shipped from North- 
ern Michigan to points in other States 

when it said: 

“An investment made in an industrial enter- 
prise in reliance upon an existing rate or re- 
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lation of rates cannot act as a bar to the read- 
justment of the rate structure found to be 
unreasonable.” 

That the roads see a long and hard 
fight ahead for the right to raise rates 
becomes more clear. Logan G. McPher- 
son, who is in charge of the statistical 
bureau maintained at Washington by the 
railroads, has written for the New York 
Sun an extended history of the growth 
of regulation of rates and pointed to the 
perilous situation of the carriers at this 
time. 





THE RABBIT INVENTS A NEW TAX. 

A rabbit, having experienced a severe winter, went 
to the lion and said, “Powerful sir, let us skin all 
the larger animals once a year and make clothing for 


the smaller ones.” “Agreed,” said the lion. “We will 
begin at once. I am sure the rat and the mouse will 
be delighted, when winter comes, to wear a rabbit 
skin.”"—N. Y. Herald. 


Government Ownership at 
the End of the Fight. 
R. McPHERSON sees ahead a 
rapid growth of the theory that 
the railroads have, in effect, ceased to be 
private property, to be managed for the 
benefit of their owners the stockholders, 
but have become so thoroughly public 
service corporations that their earnings 
may properly be restricted by law. 

The determination of this point—this right 
of the Government to limit the profits of the 
railroads—may safely be said to be the crux 
of the contest toward which we are tending. 
Its ultimate decision will determine the future 
status of the railroads of the United States. 
They are now private property in the sense 
that they have been constructed, are main- 


tained and are owned by private capital, and 
as such they are recognized by the law. 

This position that the profits of a railroad 
company are not subject to governmental lim- 
itations so long as they are derived from serv- 
ices for each of which a reasonable rate is 
charged and so long as there is no limitation 
in its charter beyond question is upheld by 
the Constitution. Its modification in this re- 
spect would mean an essential change in the 
spirit of our Government. . . 

There is but one way in which the obliga- 
tion of the Government to the railroads as 
private property can be removed, and that is 
through their purchase by the Government. 
The experience of other countries in the own- 
ership and administration of the railroads is 
sufficient to give the people of the United 
States a long pause before taking this step. 


Two Operating 
Pessimists. 
MONG the railroad presidents who 
have spoken their minds about the 
necessity for a readjustment of rates 
(not downward) are L. F. Loree, of the 
Delaware & Hudson, and Mr. Delano, of 
the Wabash—the former head of a road 
which is paying 9 per cent. on its stock, 
and the other the operating chief of a 
wreck, where every dollar that comes in 
is kept spinning from hand to hand and 
only the stars can tell whether it will 
survive to pay the holders of its bonds. 
Mr. Delano complains that the Govern- 
ment’s attitude changed too suddenly 
from extravagant encouragement (when 
private capital was re-enforced by sub- 
sidies which led to overbuilding and 
competition so fierce as to lower rates 
unfairly) to strict regulation and the 
adoption of the theory that rates once 
lowered should not be raised. He ex- 
plained : 

“T think people do not understand that the 
railroads wish to advance rates on classes of 
freight which not only could stand it, but 
would hardly feel it. The rate on beef from 
the Missouri River to New York is—I think 
it is 60 cents per 100 pounds. That is near 
enough. It is six-tenths of a cent a pound on 
the beefsteak you pay 30 cents a pound for 
here. What is that? Rates cannot be raised 
on the lower grades of freight, because, if they 
were raised the freight would not move. We 
haul coal in this country six and eight hun- 
dred miles. Think of it! That is done no- 
where else in the world.” 

Out of the discussion of the new St. 
Paul bond issue and the offering of the 
New Pennsylvania stock, Mr. Loree’s 
crisp summary of the financial effect on 
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the roads of a policy of denial grew. 
He invited the investor in railroad se- 
curities to consider, not Delaware & 
Hudson’s 9 per cent. dividend, not 
Union Pacific’s 10 per cent., not Lacka- 
wanna’s 20 per cent., but the average re- 
turn on all railroad capital—3.74 per 
cent. on fixed interest obligations, and 
3.64 per cent. on the outstanding capital 
stock. 


The necessary annual increases of capital 
investments by railroad corporations must be 
largely made through new issues of long-term 
securities. Such securities will hereafter be 
placed with some difficulty at such rates of 
interest aS the companies can afford to pay 
unless carriers can secure a fair rate of return 
upon the cost of property improvements. 


But There’s a 

Silver Lining. 
HREE railroads out of every five in 
the country, according to the 
opinion of “well-informed railway men” 
speaking through the New York Eve- 
ning Post, are planning to make im- 
provements as soon as funds can be 
raised on a reasonable basis. But most 
of them can wait, and not many will 
follow St. Paul’s lead in putting out 4% 
per cent. bonds to net the roads only 96. 
As for those pessimists who went short 
of Pennsylvania when the new block of 
45 millions of stock was offered to 
stockholders at par, the Post has this 

reminder : 


There is nearly $500,000,000 Pennsylvania 
stock outstanding, compared with Reading’s 
$70,000,000, but during the whole of 1912 only 
658,000 shares of Pennsylvania changed hands 
on the Stock Exchange, compared with 23,- 
134,000 shares of Reading. That indicates the 
extent to which Pennsylvania is held by in- 
vestors. Despite the fact, however, traders 
appear to be willing, whenever the opportunity 
presents itself to sell the stock short. In 1903, 
when directors announced that the authorized 
stock would be increased from $251,000,000 to 
$400,000,000, and that $75,000,000 would be of- 
fered to shareholders at 120, the price of the 
outstanding stock declined from 157 to 110%, 
largely on short-selling. On the bear covering, 
yp aeey it advanced above 140. In 1906, when 

a great deal of trouble was being experienced 
in financing the extensive improvements, then 
under way, an active bear campaign was car- 
ried on in Pennsylvania, and its price broke 
from 147% to 122% in July. When the last- 
named price was touched, the bears confidently 
predicted that the issue would sell under par. 
A month later, however, 146% was reached, 
causing tremendous losses to the bears who 
had operated in the stock. 





THE MAGAZINE OF WALL STREET. 


The Floods and 
the Investor. 
ALL STREET says nothing about 
the effect of the terrible floods 
upon the market. Is that because there 
won't be any? The Michigan Investor 
explains : 

_The fact that John Jones, of Ohio, has lost 
his house and cattle and horses does not at 
first thought seem to be a good reason why 
any one should sell say 100 shares of Union 
Pacific on the New York Stock Exchange. 
But the fact that 1,000 or 10,000 John Joneses 
have lost all their possessions and must to a 
large extent borrow money to provide more 
is a better one. Bankers point out that the 
effect of the floods in the interior of the coun- 
try has been a complete wiping out of a vast 
amount of capital. Individuals, business 
houses and corporations in that region will 
find difficulty in paying or collecting money 
that is owing to them. In other words, the 
credit system of the country in all its multi- 
tudinous ramifications will receive a severe 
shock. 


Who Will Succeed 

Morgan? 
A FTER Mr. Morgan what? It used 

to be believed that a great person- 

ality was needed to produce a great 
newspaper. Greeley, Dana, and Godkin 
in New York, Medill in Chicago, Wat- 
terson, the single survivor of the race of 
great editors, were cited as proof. Who 
are their successurs? In nearly every 
case, control has passed to a group of 
men—editors, stockholders, and business 
managers—and the papers are bigger 
and more powerful than ever! 

In line with the theory that the Mor- 
gan firm was amply fortified (by Mr. 
Morgan himself) against any change 
due to his removal was the comment of 
Financial America: 

It is believed by well-informed interests 
that the Morgan banking group soon will be 
found more active than in a long time in par- 
ticipation in development enterprises. Condi- 
tions here and abroad have involved many 
factors that led the Morgan houses to main- 
tain an extremely conservative policy. The 
necessity of being prepared for the unfortu- 
nate eventuality of J. P. Morgan’s death has 
been felt by the members of his firm and their 
associates for a year or more past, and this 
has restrained their aggressiveness. 


Three Strong 

Morgan Partners. 
the Morgan partners, three have 
come in for exceptional attention : 


O° 


The son, who succeeds to the chief seat, 
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is a capable banker, a big man physically 
and a more attractive personality than 
was his father. Davison, the calm, thin- 
lipped, small man is looked upon to 
wield more real power in the group than 
any other, though the career of Thomas 
W. Lamont, the youngest partner, sug- 
gests that he is a climber who has his 
eyes fixed on the financial mountain 
tops. 

“When Morgan died,” the Boston Tran- 
script believes, “the peak of the movement for 
industrial and financial centralization was 
reached. Mr. Morgan was an honest believer 
in centralization. Therefore, he stood un- 
flinchingly in support of it and refused to 
recognize the protest against this policy con- 
tained in public opinion which finally has 
grown so strong as to be the ruling principle 
with our national and State executives and 
legislatures. Other financial interests already 
had bowed to the trend of the times, but Mr. 
Morgan to the last continued a firm believer 
in the efficacy of centralization. There seems 
no question that the wave of decentralization 
has been gathering for several years, and that 
it will increase further in force and volume in 
the light of the removal of opposition from 
such a powerful influence as Mr. Morgan.” 


The Future of Steel 

and New Haven. 
THR! E big properties which were 

were most directly under Morgan’s 

control in the later years of his life are 
mentioned by the Transcript as concrete 
illustrations of Mr. Morgan’s belief in 
centralization. How are they going to 
stand the test of his removal? They 
are the Steel Corporation, the New 
Haven Railroad, and the International 
Mercantile Marine. The last named 
combination will not be so much in ques- 
tion as the other two, since it has long 
been regarded as one of Mr. Morgan’s 
few failures. 

London opinion was not so optimistic 
concerning our financial future without 
the Morgan leadership. Thus, the /n- 
vestor’s Chronicle, while admitting that 
the general policy of the Morgan firm 
in reference to current business has been 
settled for yeass, and continuity of man- 
agement has been insured as to already 
organized enterprises in which the firm 
has become especially interested, there 
may lurk a doubt as to the future. 


It may be anticipated that considerable com- 
petition may be looked for from other firms 


from now that the old head is no more there. 
The allied Morgan and Rockefeller interests 
were never very friendly, whilst Messrs. Kuhn 
and Loeb have always been a thorn to the 
Morgan firm. Finally, of the large combina- 
tions which he has constructed, time will alone 
show whether they will long remain, owing 
to the growing popular opposition to all these 
great corporate tariff-bolstered enterprises, 
which has created the Roosevelt big stick and 
has made Woodrow Wilson the occupier of 
the White House. 


Who will lead us out of our financial 
crises? Perhaps there won't be any 
more, hopes the Wall Street Journal, 
and the habit of a generation of turning 


to J. P. Morgan may safely be for- 
gotten. 


Hereafter there will be new men and per- 
haps new methods, and in financial quarters 
the belief is expressed that if the Wilson 
administration takes timeiy measures to give 
the country the right kind of currency sys- 
tem, crises will be of rare occurrence, and the 
need of a financial saviour will hardly ever 
be felt. 








WHERE THE WORLD’S CAPITAL IS 
GOING. 


Taxpayer: “Gosh! Isn't there any limit to this 
naval game?’’—From the Journal (Sioux City). 


The Case of the 
Pennsylvania. 
OLLOWING a record of Pennsyl- 
vania’s capital increases and earn- 
ings available for dividends over the 
eight-year period from 1904 to 1913, the 
Boston Commercial is optimistic. 
There is no question of Pennsylvania's 
ability to take care of the necessary divi- 
dend requirements on the 10 per cent. 
increase in its stock. In fact, Pennsyl- 
vania could put out its entire authorized 
$600,000,000 capital stock and advance 
its dividend rate to 7 per cent. and then 
show a surplus of $3,000,000 itself, and 
if the undisturbed surplus of the Penn- 
sylvania company—whose entire capital 
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TROUBLE AHEAD FOR THE TARIFF 
REVISERS. 


Cnorvus or ConcressMen: “Reduce the tariff, but 
don’t touch my State’s interest."—N. Y. Sun. 


stock is owned by Pennsylvania railroad 
— is included, as it properly should be, a 
surplus of over $10,000,000 could be re- 
ported. 


Not So Fast, 
“Blue Sky” Doctors! 
TATE legislatures are responding 
rather too promptly to the demand 
for laws to protect the investor against 
the tribe of get-rich-quick promoters. 
It is difficult to keep up with the tally 
of States which have either done their 
“Blue Sky” legislating thus early or are 
on the point of passing some variation 
of the well-known Kansas statute. 
Somewhat belated, the model statute 
prepared by the Investment Bankers’ 
Association is being offered for the con- 
sideration of legislators who wish to put 
into effect a really sound and workable 
measure. 

In effect, the model bill proposed 
would put the sale of securities in every 
State under the control of the State 
banking department, and give the head 
of that department considerable discre- 
tion as to the amount and kind of in- 
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formation he could demand from deal- 
ers before permitting them to offer their 
bonds and stocks for sale. 

Perhaps the most objectionable of all 
the bills proposed was offered in the 
New York State legislature. It created 
a special officer, an Examiner of Securi- 
ties, and gave him power to say who 
should be allowed to sell securities, and 
gave every security holder power to 
scrutinize the affairs of the dealer. Of 
this measure, which at this writing does 
not seem likely to pass, the Wall Street 
Journal said: 

While this measure is meant to be bene- 
ficial, nothing could be conceived of that would 
be more injurious in its effects. A State’s 
commercial and industrial progress is in the 
hands of one man. Human fallibility is not 
equal to the task. New companies must neces- 
sarily be constantly formed if the country’s 
resources are to be developed. . . . . 

But to permit a new company to sell its 
securities under a provision that the State 
official has examined the company, and it 
“promises a fair return on the stocks, bonds 
and other securities by it offered for sale,” 
is for the State to give its aid to the marketing 
of wildcat securities. True, there is the pro- 
vision that the State does not recommend 
the purchase of any securities. But the fact 
remains that a State official has passed upon 
the project, and has declared that in his judg- 
ment it promises a fair return. Unscrupu- 
lous salesmen and promoters will ask no 
greater aid in exploiting inexperienced and 
credulous investors. 


Why Not 
a Federal Law? 

6¢ A PROMINENT lawyer” suggests 
a Federal “Blue Sky” law. He 

says that England has had one since 
1900, and that it has worked well. It 
was enacted to supplement a law which 
was passed in England in 1862, and 
which provided for the filing of the by- 
laws of a company as well as the cer- 
tificate of incorporation at the time of 
the formation of the company. The 
Act of 1900 requires that a company, 
before it offers its shares to the public, 
must file its prospectus, dated and 
signed by the directors, whose correct 
addresses must be given, and whose in- 
terest in the company must be specified. 
It must be disclosed what kind and what 
amount of stock is to be issued, the 
amount of bonds to be put out, the 
amount of capital to be used in starting 
the business, the amount to be paid in 
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on each share, and the amount of stocks 
or bonds already issued and what has 
been paid in on them. 


The prospectus must also disclose the names 
and addresses of the vendors of any property 
purchased or to be purchased by the com- 
pany and whether paid for by cash, stocks or 
bonds. Good will acquired must be so labeled 
and what has been paid for it. Commissions 
paid for securing subscriptions or underwrit- 
ing stock or bonds must be stated; also all pre- 
liminary expenses and promoters’ profits. All 
material contracts made at time of organiza- 
tion are subject to inspection. The prospectus 
must give full particulars of the interest of 
every director in the promotion of the com- 
pany or property acquired by it from or 
through him and any sum paid him to become 
a director or services rendered by him. Vot- 
ing rights of common and preferred stock- 
holders must be disclosed. 


What more could any investor desire 
for his guidance? Also, what company 
organized for any legitimate purpose 
could object to a Federal law similar to 
the English Companies Act of 1900? 
Perhaps when Congress gets round to 
the consideration of the general banking 
and currency situation, it may be pos- 
sible to interest the members in some 
such legislation. 


A Long Drawn Out 
Reform Job. 


I‘ appears that regulating the New 

York Stock Exchange is a long de- 
layed necessity. In the Annalist was re- 
produced a letter signed by 26 of the 
leading members of the Exchange and 
dated February 11, 1888. This letter 
calls for the establisment of an auditing 
department, to the end that the confi- 
dence of the public might be regained. 
Frederick T. Brown, of H. L. Horton 
& Co., who wrote the letter, explained 
his idea: 

What we need to restore the confidence of 
the investing and speculative public is an audi- 
tor who shall have no connection with the 
oy whose report he examines, account- 
able only to the committee of the Exchange; 
who shall expose all the weak points, uncover 
the mysteries, and lay facts alone before the 
people. 

What would this do for us as brokers? 

(1) We could understandingly commend 
securities to investors, feeling that as thor- 
ough an examination as was possible had been 
made by our own servant. 

(2) The knowledge that a railroad was 
solvent and on a sound basis would give con- 
fidence to buyers, particularly in times of panic, 


and so limit the shrinkage in its securities and 
the operator’s loss. 

For the public this auditing of reports would 
be of inestimable value. Directors of rail- 
roads, knowing that their reports would be 
carefully analyzed. as soon as issued, would 
be extremely cautious in signing reports that 
they had not personally investigated most 
thoroughly. 


“Beat the Government 
to It”"—Advice to the 

Stock Exchange. 
COMPARE this with a portion of the 
address delivered before the Fin- 
ance Forum of the New York Y. M. 
C. A. about two weeks ago by Floyd W. 
Mundy, of the Stock Exchange firm of 
Oliphant & Co. Mr. Mundy thinks that 

If it is found that investors are not now 
receiving proper protection, Wall Street’s in- 
terests will be best safeguarded and advanced 
if the problem is solved “from the inside”; 
Wall Street must “beat the Government to 
it,” as the expression goes. 

“What the law-making bodies are 
likely to do in the regulation of the 
Exchanges and of the securities dealt 
in on the Exchanges it is important to 
find out. Mr. Mundy thinks that the 
members may profitably study past as 
well as current history on this point. 
These hints he gives: 

The investor stands in relation to Wall 
Street and to the companies in whose securi- 
ties he invests his money: 

As the depositor stands in relation to the 
national banks and the savings banks; 

As the shipper stands in relation to the 
railroads ; 

As the policyholder stands in relation to 
the life insurance companies; 

As the consumer stands in relation to the 
manufacturers and distributers of foods and 
drugs; and 

As the public generally stand in relation 
to the so-called trusts. 


Cursing a 
Corpse. 

S a matter of fact, the lawmakers 
are rushing out valiantly to beat a 
dead dog. The Wall Street which they 
have in mind is the Wall Street of the 
day before yesterday. Pure gambling is 
going out of fashion, the manipulator is 
far less important now than the under- 
writer of an _ industrial combination 
which means economies of operation 
and profit for a big body of investors. 
When Keene died, the Street talked 
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reminiscently about his operations as a system and stock prices are still moved up 


: : and down on the Exchange, but when a man 
See agg and a plunger. a —— speaks of “Wall Street” these days he doesn’t 
lardly occur to any one who KNOWS mean that—at least, not if he knows what he 


them to compare Eugene Meyer, Jr., or is talking about. The real Wall Street of 
George Blumenthal with James R. today, the part of it that counts, isn’t nearly 
Keene. so much interested in promoting stock-trading 
I ticl M to Maan as it is in financing industrial enterprise and 
n an article in Munsey’s Magazine, bringing out new issues of stocks and bonds. 
Isaac Marcosson discusses “The. Pass- When you speak of a man being “in Wall 
ing of the Plunger” from Wall Street: Street” these days you don’t mean a man who 
spends all his time hanging over a stock ticker, 

The big fact that justifies the title of this trying to get people to spend their money for 
article is that we have come to a time when _ the privilege of being allowed to guess whether 
the Stock Exchange is ceasing to be the play- the market is going up or down. You are far 
ground of cupidity and selfish speculative am- more apt to mean a man whose firm is busy 
bition, and is at length beginning to realize its developing waterpowers in California or elec- 
true economic function as a barometer of tric railways in Iowa or timber lands in 
trade, an incentive to corporate expansion, and Florida, with the idea of placing the securities 
a medium for constructive investment. of these concerns with its investment clientele. 
The approach to this bettered condition has 
been along the turbulent highway of financial 
piracy, bitter personal warfare, and the inter- 
mittent hurling of the market place into chaos, 
panic, and widespread disaster. Yet the very 
story of this approach conveys an illuminating 
lesson, and points a pertinent moral; for, 
stripped of everything else, it is the chronicle 


Interlocking 
Directors. 
R. FRED I. KENT, vice-president 
of the Bankers’ Trust Company, 





of the rise, decline and fall of the plunger. 














THE POWERS ARE SITTING UP 
NIGHTS OVER THE BALKAN 
COMPLICATIONS. 


—From the Cleveland Plain Dealer. 


Wall Street— 

It Changes! 
66°T HE Wall Street of Yesterday and 

today” is the text of an article by 

Franklin Escher in Harper's Weekly. 
The moral of his story is that if vou 
would talk about Wall Street first find 
out what you really mean. 


When a man spoke of “Wall Street” he 
used to mean one thing and one thing only— 
of shares and bonds were moved up and down 
on the Stock Exchange. There is still a 
the great speculative system by which prices 


recently said some things about inter- 
locking directors. His paper was an 
elaborately worked out answer to the 
statistician of the Pujo Committee, a 
courteous contradiction of that mathe- 
matician’s figures. Its gist is contained 
in these two sentences: 


Statements have been made that would seem 
to imply that the power of the group of 180 
men has been used to the detriment of the 
country, but no attempt has ever been made 
to actually prove it to be true. The reason 
why it has not been attempted is because it 
is not true, and this is susceptible of proof. 


Mr. Kent proceeds with the task of 
proving his theory that no group of 501 
directors, however closely interlocked, 
can control against the judgment of 
2,090 other directors chosen because 
they have had the drive and ability to 
get ahead in their various lines of busi- 
ness—and that, in his opinion, is what 
is implied in the statistics presented to 
the “Money Trust’’ investigators. 

Another view is given in a monthly 
review issued by H. P. Taylor & Co., 
of Pittsburgh: 


The vast dream of monopoly which ap- 
parently inspires the phenomenal and unparal- 
leled interlocking system here, calls impera- 
tively for restraint. As for the argument that 
the 180 interlocking directors planted in cor- 
porations with aggregate resources of .$25,000,- 
000,000 do not really control, it may well be 
asked why there should be any objection to 
giving them up if they really do not control. 
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Hope, 
Canadian Brand. 
ANADA, through the Financial 
Post, reports an improvement in 
the quotations for municipal bonds of 
the Dominion’s cities. 

Government and municipal stocks, more 
especially the newer issues, have been in de- 
mand for the investors. Although prices do 
not show much change, the tone of the market 
is certainly much better. 

The Post's advices are to the effect that the 
market will show a material improvement by 
May if no untoward circumstances arise in 
the meantime. 

The same paper welcomes a group of 
Dutch investors who are sending mil- 
lions to be loaned on Western Canadian 
mortgages. 


The Dissatisfied 


Dutch. 
SPEC IAL correspondence of the 
Annalist from Amsterdam sug- 


gests a growing distaste in the Dutch 
market for American securities, and ex- 
plains that it has come from a serious 
decline in the market price of the rail- 
road and industrials which have been 
in favor with Dutch investors. Among 
the more speculative issues, which have 
very largely replaced the “gilt edged” 
bonds formerly held, the Amsterdam 
Observer notes an average decline from 
the price at which they were taken of 
from 12 to 18 points, and 


Assuming that the part that the gilt-edged 
securities have shared in the general decline 
during recent years may be estimated from 
5 to 10 per cent., the greater loss incurred by 
investors here on account of their exchange of 
securities amounts from 7 to 8 per cent. Tak- 
ing it that this exchange has taken place in 
the course of the last three years, we calcu- 
late that the loss our investors have incurred 
amounts from 2 to 3 per cent. per annum. 


One of the “Seven Sisters” 
Goes Wrong! 

ECENTLY, the papers called atten- 
tion to a diverting turn of the 
“Seven Sisters” legislative act in New 
Jersey. These seven bills, which Presi- 
dent Wilson whipped through the New 
Jersey legislature after he was elected 
President, are looked upon as forecasts 
of what he will ask from Congress in 

the way of corporation regulation. 


ws 
wn 


One of them is an amendment of the 
Crimes Act, making it a misdemeanor 
to discriminate between different parts 
of the State in the price of manufac- 
tured articles except through making 
allowance for any difference in grade, 
or quality “and in the actual cost of 
transportation from the point of pro- 
duction or manufacture.” To comply 
strictly with the provisions of this 
amendment, the Standard Oil Company 
found it necessary to raise the price of 
its illuminating oil nearly half a cent a 
gallon at various points in New Jersey 
—that, for instance, is the cost of trans- 
portation between Bayonne, the point of 
manufacture, and Trenton. 

Perhaps, however, revision of prices 
upward may have been in the minds of 
the parents of the “Seven Sisters.” 





Extra! Government 

Helps the Railroads! 
I‘ has been so long since the U. S. 
Government allowed the railroads 
anything they wanted that the news of 
the filing of a friendly brief before the 
Supreme Court in the State Rate cases 
comes as a surprise. Says Financial 

America: 

The real question is whether a state may 
deliberately shut out interstate commerce 


by the adroit manipulation of intrastate 
freight rates; and whether, where this 
manipulation results in a discrimination 


against the interstate shipments, the Inter- 
state Commerce Commission may correct 
it. The three principal points made in the 
brief are as follows: 

“First—The power of Congress under the 
commerce clause extends to every act 
which substantially impedes or affects inter- 
state commerce. The means by which such 
commerce is affected or impeded is imma- 
terial if the effect itself is substantial. 

“Second—-A rate-fixing order by a state 
railroad commission with the intent to dis- 
criminate and _ actually discriminating 
against interstate commerce in favor of 
intrastate commerce is void per se even in 
the absence of federal action. A fortiori, 
it is void whether Congress through the 
Interstate Commerce Commission has for- 
bidden such discrimination. 

“Third—The Interstate Commerce Com- 
mission has power to regulate all com- 
merce over which Congress itself has juris- 


diction. The provision in the first section 
of the act is a disclaimer and not an 
exception.” 




















Safeguards Against Possible Failure of 
Brokers 








DITOR of THE MaGazINE 
WALL STREET: 

An article in either the editorial 
columns or the “Questions and Answers” 
columns of your magazine that ought to 
prove of great interest to your readers 
would be one telling how to conduct 
their operations (investments, not mar- 
ginal speculation), so that they would 
not suffer any loss if their broker should 
fail. You have had a number of articles 
telling what to do after the broker 
has failed, but past failures have shown 
that in almost every instance the cus- 
tomers have received little, if any, of 
their money back after the receivers, 
trustees, court expenses, etc., etc., have 
been paid. So why not tell your readers 
how to conduct their purchases and sales 
so that there will be no loss if the broker 
fails? 

For instance, would any broker accept 
business if the customer agreed to de- 
posit a merely nominal sum (say $100) 
as an evidence of good faith, and then 
give an order to buy certain stock, with 
instructions to deliver the stock certifi- 
cate to the customer’s bank, with draft 
attached. The customer, at the time of 
giving the order, could accompany the 
order with a draft reading somewhat as 
follows : 


OF 


RE ee Bank: 

Upon delivery to you, by ...... (broker’s 
name) of ..... shares of the common stock of 
ee Company, properly endorsed for 


good delivery as per the rules of the New York 
Stock Exchange, pay to the order of 
(broker) the sufm of dollars, and charge 
a, lil ill SE: are ee 
Signed, (Customer). 


When the customer wished to sell the 
stock, he could deposit it in his bank 
with draft attached, notifying the 
broker of his action, and giving him an 
order to sell same at the market. The 
draft could be for an amount slightly 
smaller than the amount the stock would 
sell for, which, together with the deposit 
of $100 which the broker holds, would 
guarantee him against any loss in case 


the stock should decline below the price 
mentioned in the draft. 
By the above method the broker would 
at all times be protected, so far as I can 
see, and the customer could at no time 
lose over $100 in case the broker failed. 
Will you please comment on this letter 
through the columns of your publication ? 


—R. A. 

WE have touched on these points in 
the past, but are very glad to do 

sO again, as your communication is rep- 

resentative of a considerable number 

which relate to recent failures. 

In making outright purchases, the in- 
vestor can always insure against failure 
of his brokerage house by placing the 
order with the broker and instructing his 
bank to pay for the stock purchased. An- 
other way would be to give the order to 
the bank and let the bank instruct the 
broker to purchase or sell, as the case 
may be. In either event, the investor is 
fully protected against the failure of the 
brokerage house. The simplest way to 
instruct both broker and bank is to write 
letters as follows: 

Messrs. Smith & Co., 

Wall Street, New York. 

Please buy for my account 100 U. S. Steel 
common at 63 and deliver to the First Na- 
tional Bank, which has been instructed to pay 
you $6,312.50 upon delivery of the certificate. 

Your letter to the bank would read: 
First National Bank, 

New York. 

Please pay Messrs. Smith & Co. $6,312.50, 
upon delivery of 100 shares U. S. Steel com- 
mon for my account. When received please 
have certificate transferred to my name and 
forward to me by registered mail. 

In such a case the broker would prob- 
ably not require you to make a deposit, 
and if your letter to the bank was mailed 
simultaneously, the broker could easily 
call up the bank and ask if instructions 
regarding payment are filed. With this 
confirmation, the broker would be taking 
no chance in executing the order. Pay- 


* * * 


ment would be made on delivery of the 
certificate to the bank. 











SAFEGUARDS AGAINST 


Having received the certificate in your 
own name, you would place it in your 
safe deposit box, and when the time 
comes for selling it, instruct your broker 
to. “Sell 100 Steel at 68; the First Na- 
tional Bank will deliver certificate to you 
on payment of $6,785.50,” which would 
be the net proceeds after deducting com- 
mission and tax. You would also in- 
struct the bank to “Deliver 100 U. S. 
Steel common to Messrs. Smith & Co. 
on payment of $6,785.50 and credit my 
account.” Of course, you would supply 
the bank with the necessary certificate, 
and as an extra precaution you could give 
instructions to accept a certified check 
only. There would then be no interval 
when the broker’s failure would affect 
you. We mention this because we have 
known cases where clients have held 
broker’s checks received in payment for 
securities sold and the brokerage houses 
have failed before the checks could be 
certified or presented for payment. 
CARRYING STOCKS WITH BANKS INSTEAD 

OF WITH BROKERS. 

This custom is growing as a result of 
frequent brokerage house failures. In- 
stead of depositing margin with the 
broker, a separate account is opened with 
a bank; say $10,000. Arrangements are 
made whereby securities bought through 
a broker will be paid for by the bank and 
held as collateral, with your $10,000 de- 
posit serving as margin. Thus, if 500 
Steel was bought at 60, the account 
would be charged with $30,000, and the 
debit balance would be $20,000, leaving 
a 20-point margin on the 500 shares. The 
client could spend his day at the broker’s 
office or elsewhere, giving his orders to 
the broker personally, or by ‘phone or 
mail, with standing instructions to the 
broker to deliver all securities bought to 
the bank, and receive all which are sold 
from the same source, payment to be 
made the same as in the investment illus- 
tration. Many banks are glad to have 
this kind of business; others do not care 
about it. 

BUYING ON THE INSTALMENT PLAN. 


This can be done through a bank, even 
on as small a lot as one share; but of 
course every bank will not care to handle 
these small quantities, as there is just as 
much work involved in loaning $80 on 
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a share of stock worth par as in a loan 
of $8,000 on 100 shares, and the interest 
on the small amount is scarcely sufficient 
to make it an object. Having made such 
an arrangement, instalment payments can 
be made to the bank, and these will be 
credited on account of the amount owed. 
If one share is purchased at $100, and 
$20 or $25 is paid on account, there is 
a margin of twenty or twenty-five per 
cent., and if monthly payments are made 
for, say, fifteen months at $5 each, plus 
accrued interest, the certificate will then 
be paid for in full. 

In all transactions such as we have 
described above, there is still the risk that 
the bank will fail, but this is about the 
only risk that is run in such cases. 


WHY SECURITIES ARE BETTER MARGIN 
THAN CASH. 


If you deposit cash margin with a 
broker and he fails, there is no means 
by which you can identify your cash; 
but if you deposit certificate No. 67,368 
for twenty shares of Steel in your name, 
and you instruct the broker in writing 
(keeping a copy of the letter) that you 
are depositing this particular certificate, 
mentioning the number and the name in 
which it stands, and stating that when 
you close the account you will demand 
the return of this identical certificate, you 
are then in a much stronger position ; for 
in case of failure you can force the broker 
or his assignee to return your certificate, 
provided you pay in cash any indebted- 
ness standing against it. 

If a certificate for twenty shares of 
Steel was worth $1,200, and you bought 
100 additional shares at 60 with said cer- 
tificate as margin, and the broker should 
fail when the price of Steel was 58, you 
would have to pay the $200 (being the 
difference between 58 and 60) in order 
to recover your certificate. If the broker 
ran his business right, he would attach 
a slip to your certificate giving all the 
circumstances connected therewith, and 
he would not, for his own protection, 
ever allow your certificate to go out of 
his hands, except as collateral for a loan. 
If, at the time of his failure, your cer- 
tificate should be so held by a bank as 
collateral, you could force the bank to 
give it up on payment of the $200 dif- 
ference. 
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The whole question in these matters 
rests upon the client’s ability to identify 
his property, and he does it by the num- 
ber of the certificate. This alone would 
be sufficient, but it is well to have addi- 
tional proof in the shape of the name in 
which the stock stands. Any brokerage 
house which cannot produce such cer- 
tificates, or inform owners where they 
can be found, is liable to criminal prose- 
cution. Putting a broker in jail does not 
give the client his money back, but in 
the past many brokers who have thus 
made themselves liable have found it con- 
venient to leave town until their lawyers 
have been able to settle with clients who 
threatened trouble. 

It is disgusting that such frequent fail- 
ures occur among brokerage houses that 


clients are driven to such methods of 
protection, and we wish there were some 
way in which such risks could be ob- 
viated. Whether the proposed laws will 
be passed, and whether if passed they 
would have the desired effect, we do not 
know, but we believe that here is work 
for the new Committee on Business Con- 
duct, recently appointed by the New 
York Stock Exchange to look into the 
question of suspicious dealings, as well 
as resources, etc., of brokerage houses. 
We do not think it would be going too 
far if the committee, with the assistance 
of a firm of chartered accountants, made 
a periodical examination of the books of 
those members who are engaged in the 
brokerage business. 





thoroughly reliable. 


take all possible precautions. 





E are always glad to be of direct service to our readers by 

recommending brokerage houses which we believe to be 
We cannot, of course, guarantee the 
correctness or completeness of our knowledge in such cases, but we 














Proposed Minimum Margin on Small Lots 
of Grain 








T a meeting of the Board of Directors 
A of the Chamber of Commerce of 
Minneapolis, held March 31, the fol- 

lowing resolution was unanimously adopted: 

“Resolved, That the president and secretary 
of the Chamber of Commerce be instructed by 
the Board of Directors to immediately confer 
with the officers of other grain exchanges, upon 
which grain is sold for future delivery, and 
endeavor to secure an agreement upon the 
part of the leading grain exchanges that a rule 
or regulation be adopted, which would make it 
necessary for members of the various ex- 
changes to require an initial margin of at least 
ten per cent on all speculative purchases or 
sales of grain or seed for future delivery, in 
lots less than 5,000 bushels.” 

We must admit we see little value in this 
recommendation, though doubtless it would 
do no special harm. The buyer of two or 
three thousand bushels of wheat, for example, 


might have almost unlimited credit. Why 
should the grain exchanges pass a rule that 
would deny the right of the broker to accept 
this credit for the purchase of 2,000 bushels 
but would permit him to accept it for 20,000 or 
200,000 ? 

Again, why should the exchanges seek to 
limit the rights of the small trader as com- 
pared with those of the big trader? The 
small trader is already at a disadvantage, ow- 
ing to lack of capital. Why place further re- 
strictions upon him? If such a rule isn’t un- 
constitutional it ought to be. 


As a matter of fact, however, brokers would 
nearly always require a 10 per cent. initial 
margin on grain for their own protection, un- 
less the customer’s credit was well known to 
them; and the customer would usually wish 
to start with as much margin as that, for his 
own protection. So it isn’t likely that the rule 
would work any great hardship. 














Forecasting Business Conditions 


By LAWRENCE CHAMBERLAIN 
Author of “The Principles of Bond Investment” and “‘The Work of the Bond House”’ 


CHAPTER VII—Mechanical and Graphical Methods (Concluded) 











HERE were two main theses in the 
previous chapter: first, that the 
essential comparisons of various 

sets of conditions could best be made in 
the pictorial or graphic form with the 
aid of mechanical refinements; second, 
that for mathematically sound compari- 
son, figures must be reduced to a common 
basis, which basis was the “normal ex- 
perience,” over a period of years, of the 
business condition under study, and was 
expressed as-100 per cent., to which the 
condition at any given time must be re- 
lated in percentage terms. 


STATIONARY AND CHANGING “BASES OF 
NORMAL EXPERIENCE.” 


The charts exhibited there, showing at- 
tempts to secure the correct base, or “nor- 
mal experience” for Bank of England 
Reserves over a long period of years, 
should emphasize that a normal condition 
is not necessarily static, but often, if not 
generally, subject to growth or decline. 
Although it is normal experience that 
bank reserves, bank loans and bank de- 
posits grow with the growth of the coun- 
try and of the volume of business it trans- 
acts, we should expect the average ratio 
of loans to deposits, and of reserves to 
deposits to remain fairly constant over 
a long period of years even if the actual 
ratio is in daily fluctuation. Here, then, 
we have examples of changing and sta- 
tionary “bases of normal experience.” 

Let me illustrate these various points 
more fully that there may be no misun- 
derstandmg. So short a time back as 
March, 1908, the reserves of the New 
York Clearing House banks averaged 
about $329,500,000 for the month. This 
was slightly above the normal amount to 
be expected for that year, considering the 
way reserves had been growing for the 
previous 30 years. To be accurate, the 
“percentage of normal” corresponding to 


the figure $329,500,000, was then 101.6%. 


The last time these Clearing House re- 
serves again reached approximately a 
normal figure was in April, 1911. The 
exact percentage then was ~° 100.7—less 
than before—but the actual reserves in 
dollars had grown to $383,900,000. 

Students of banking conditions who 
neglected to make necessary allowance 
for the enlargement of business during 
the intervening three years would neces- 
sarily get false results. The error would 
be of extreme importance in all their sub- 
sequent judgments regarding conditions 
in 1911, because the money reserve of the 
New York Associated banks is the most 
valuable index we have of the surplus of 
actual money in this country, available 
as an equity or margin of safety for the 
conduct of the country’s business. There 
had been no real growth in reserves as an 
equity though the cash figures would 
leave that impression. 

The following material by nature seems 
so little subject to growth that the mere 
average of a period of years gives a satis- 
factory form: 





Financial Conditions (Composite of Money 
and Credit). 

Ratio of Loans to Deposits, New York Asso- 
ciated Banks. 

Ratio of Loans to Deposits, All National 
Banks. 

Ratio of Reserves to Deposits, New York 
Associated Banks. 

Ratio of Reserves to Deposits, All National 
Banks. 

Commercial Paper. 

Three Months Money. 

Six Months Money. 

Call Money. 

Sterling Exchange 

Commodity Prices. 

‘. . 

It may be that time will demonstrate 
the advisability of seeking an “experience 
curve” as the base of normal experience 
in commodity prices. 
rHE ELIMINATION OF SEASONAL VARIA- 
TION. 


Thus far, in the process of “purifying” 
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our figures, we have converted the actual 
numbers obtained from the most authori- 
tative reports into their respective per- 
centage ratios to what might at the time 
be considered normal experience, or a 
normal condition. In March, 1908, 
$329,500,000 reserves was 101.6% of 
what was to be expected based on long 
experience. 

But a study of the volume of reserves 
from month to month, over a period of 
years leads to the conclusion that, from 
whatever cause, a larger amount is to be 
expected in some months than others. 

The following table showing the money 
reserves of the Clearing House National 
banks at New York is sufficient proof of 
the statement (Millions of dollars) : 


1908. 1909, 1910. 1911. 1912. 1913. 
3 358 


BOR. cccccce See 372 324 39 86 
POD. cccccecs 319 357 335 375 408 355 
March ..... 329 352 323 379 381 341 
April 357 355 315 384 363 
BY ccccece 378 366 313 392 373 
FURS ccccce 2 378 322 398 388 
FRY .cccces 3 390 327 368 366 
August 407 376 367 376 374 
Sept. ...... 4 352 345 371 344 
Re coccces 87 326 313 357 338 
BO cecsee 382 309 307 355 328 
Dec. 361 302 306 335 317 


Observe that average resources in De- 
cember are $324,000,000 and average re- 
sources in succeeding Februaries are 
$306,000,000. Observe that only once in 
the five years have resources in Decem- 
ber not been exceeded in the following 
February. Whether the cash difference 
goes West in the Fall for crop movement 
(probably it does not) or goes into the 
sub-treasury or abroad (which probably 
is the case), it disappears from New 
York, and for the purpose of a study of 
conditions it is not available for that mar- 
ginal supply of money which safeguards 
business. Therefore, to neglect this al- 
most regular depletion of funds, when 
considering the volume of reserves, is as 
serious an error as to neglect the steady 
growth of reserves from year to year, 
with the growth of the country. 

The movement of crops suggests other 
material that is very subject to seasonal 
variations, particularly ‘railroad earnings, 
gross and net. October is almost invaria- 
bly the high month in gross and net earn- 
ings, and February the low—even mak- 
ing allowance for its brevity. In fact, 
there are very few, if any, subjects from 
which seasonal variation is so unim- 


portant that it may be neglected, 
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Now, having taken into consideration 
normal growth (or decline) and seasonal 
variation, we may consider our figures 
purified of statistical error and ready to 
tell the truest possibly story. 


THE TIME ELEMENT. 


In concluding this description of the 
principles on which correct forecasting is 
based, brief mention should be made of 
a few refinements in the employment of 
figures, which, if not absolutely neces- 
sary, at least bring us a little nearer ideal 
clearness and accuracy. 

Students of business conditions for- 
merly gave much thought to the history 
of prices and production as represented 
in charts from, say the Civil War time to 
the present. Something, to be sure, is 
gained by having in one’s mind a picture 
of the annual averages of conditions for 
one-half a century. One realizes then, 
as in no other way, the tremendous im- 
petus unaccountably given American in- 
dustry in the later 90’s—an abnormal ac- 
celeration in the rate of growth from 
which we seem now to be suffering the 
consequences. 

But on the other hand there is relatively 
little in the experience of three, or four, 
or five decades ago that will help us as 
much as the experience of last year, last 
month and yesterday. The more recent 
the behavior of force, the more likely that 
it will be repeated under anything like 
analogous conditions. 

If statistical conditions in industry 
were, or could be reported with the fre- 
quency that we learn of conditions of the 
banks that are members of the New York 
Clearing House Association, then it 
would be possible to study forces and ef- 
fects at still closer range. Undoubtedly, 
with the growth of interest in the science 
of business conditions more sets of con- 
ditions will be reported on a weekly basis. 

THE WEEKLY BANK STATEMENTS. 

As it is, we have one item of the third, 
or Business group, on a weekly basis, 
even if it comes to us somewhat delayed, 
namely, Outside Clearings. Almost all 
of the first and second groups, Banking 
and Investment, are reported weekly. 

The New York-Clearing Houre ren- 
ders an inestimable service in reporting, 
each Saturday noon, the condition of its 
members as of the preceding Friday 
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night. The readers of this magazine are 
now receiving an excellent interpretation 
of this statement by the Editor. Since 
the Banking group forms a natural start- 
ing point or basis in our thinking of the 
influence of each group upon the others, 
and since the New York Clearing House 
banks represent in their condition a truer 
index of the country’s banking situation 
than would a similar statement of the 
banks at large, the “weekly bank state- 
ment” properly interpreted is the best 
possible introduction to the art of fore- 
casting business conditions. 


THE OUTLOOK. 


These articles go to press on the 10th 
of each month. On March 10 I wrote 
that at no time since 1907 had conditions 
seemed to verge on the acute as then. 
The composite index of Banking condi- 
tions, described above, and givén for the 
past five weeks below, shows that the 
immediate bottom was reached during 
the week ended March 21. The same 
week gave us the immediate low prices 
of stocks, but bonds continue their down- 
ward trend. 

The recession in business is still too 
slight to relieve banking and security 
conditions materially. The figures given 
here, showing slight declines, are some- 
what misleading, for the country-wide 
floods have interfered with iron produc- 


tion, commodity transportation, and the 
like. 

Therefore, notwithstanding the revival 
of the stock market—marked up to float 
new loans, perhaps—and of the spirits of 
so-called financial writers, I repeat what 
I said in these columns five months ago, 
when stocks were advancing on Wilson’s 
election: If we don’t get back the money 
we are sending abroad, or get equivalent 
four-fold relief from radical decline in 
business activity, we shall pay still more 
dearly in security prices. 

BANKING CONDITIONS. 


Bre arey Serene 88.5 
eee 86.2 
I I is sc re cay warns 85.4 
Ee ii nu on a eae oo 86.2 
EON vcticksacedcaiuees 87.3 
INVESTMENT CONDITIONS. 
Bond Railroad Industrial 
Prices. Stocks. tocks 
97 86 1128 73.0 
97.26 111.3 71.5 
96.96 111.1 70.5 
96.51 112.1 71.4 
96.76 114.3 73.6 
BUSINESS CONDITIONS. 
Outside Commodity Idle 
Clearings. Prices. Cars. 
March 7 ......... 116.1 118.6 37,800 
De DO sasvecee 109.1 
March 21 ....... 106.4 
March 28 ....... 100.0 
PE eeccaases 107.1 118.2 57,988 


(The End.) 








Getting the Business 








TRANSPORTATION company in 
New York City has a 40-year fran- 
chise on a little old 7-block down- 

town street. 

To hold this franchise they have kept a one- 
horse street car plying the line for the last 
generation—same old car, same old horse, 
same old Irish conductor. The highest return 
he ever brought in was 35 cents for the day. 

Recently the company decided he was so 


old they would retire him with a pension, and 
selected a Hebrew as his successor. 

The first day Lavinski brought in $5.25. 
The second day the returns climbed to $11.30. 
The third day they reached $14.70. 

This roused the company to investigation. 
The conductor was summoned and closely 
questioned. His explanation was that when 
business got dull on Chambers street he took 
the car over on Broadway!—Cosmopolitan 
Magazine Advertising Department. 
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ANY persons, and included among 
them is one of Mr. Morgan’s 
physicians, have publicly claimed 

that the strain of undergoing the Pujo 
Committee examination was largely re- 
sponsible for the undermining of Mr. 
Morgan’s health. Persons who have 
long been associated with him resent this 
statement. There is no question but that 
the Pujo Committee examination wor- 
ried Mr. Morgan. It was a blow to his 
pride that after being an example, for 
more than forty years, of the highest type 
of business honor he should have his in- 
tegrity and business ethics indirectly at- 
tacked by a commission appointed by our 
government. But Mr. Morgan was too 
old a war horse to be seriously disturbed. 

* * * 

R. MORGAN’S loyalty to others 
commanded loyalty to him. At the 

time of the Northern Pacific panic, this 
was strikingly illustrated. E. H. Harri- 
man, by purchases in the open market, 
had obtained an actual majority of the 
preferred shares of the Northern Pacific, 
and while Morgan had obtained control 
of an actual majority of common shares, 
Harriman had an actual majority of the 
common and preferred shares together. 
The late John S. Kennedy was the larg- 
est individual holder of Northern Pacific 
shares. Harriman offered Kennedy an 
extraordinarily high price for his hold- 
ings. The offer was most tempting. Mr. 
Morgan heard of it and sent for Ken- 
nedy. He said: “Kennedy, it is all up 
to you. If you turn your holdings over 
to Harriman, I must give up the fight. 
What are vou going to do?” Kennedy 
replied: “Morgan, vou should know bet- 
ter than to ask me that. I will stand 
without hitching.” 

* * * 

EWSPAPER men were the bane of 
Mr. Morgan's existence, and the 
reverse was likewise true if a newspaper 
man was assigned to interview him, It 





was well-nigh impossible for a reporter 
to get a word of comment out of him on 
any subject whatsoever. However, the 
trick was turned once in a very great 
while. The last time that Mr. Morgan 
returned from Europe, the usual con- 
tingent of scribes greeted him at Quar- 
antine. A council of war was held out- 
side his stateroom door, and knowing 
the futility of all trying to see him, a 
committee of one was appointed to at- 
tempt to get Mr. Morgan’s views on any 
subject he might wish to discuss, from 
the weather to finance. One reporter 
was chosen simply because it was known 
that he possessed an unlimited amount 
of nerve, and it took an unlimited amount 
of nerve to attempt to interview Mr. 
Morgan. However, the young man 
selected unhesitatingly rapped on the 
door of Mr. Morgan’s stateroom and 
was bidden to come in. With the cour- 
age of a David, he cheerfully greeted 
Mr. Morgan, extended him his hand and 
asked him if he had a pleasant voyage, 
and inquired as to the state of his health. 
They conversed for a moment, Mr. Mor- 
gan evidently believing that it was a 
friend whom he could not for the moment 
quite place. He grew suspicious, how- 
ever, and finally said, “Are you a news- 
paper man?” The reporter admitted 
that he had aspirations in that direction. 

The storm broke loose. With a roar 
Mr. Morgan ordered him from his state- 
room. The reporter was unabashed. 
Reaching down, he began patting a little 
Pomeranian which belonged to one of 
the women members of the Morgan 
party. THe looked straight at Mr. Mor- 
gan and said: “Well, the little dog is 
friendly anyway.” Mr. Morgan stared 
in blank amazement. The audacity of 
the man took him off his feet, and prob- 
ably because of his appreciation of the 
reporter's sheer nerve Morgan bade him 
sit down, and then gave him a highly 
interesting interview, 











SIDE LIGHTS ON 


To show the complex nature of the 
man, within half an hour, or after he 
liad boarded his yacht, the Corsair, he 
angrily threw his walking stick across 
a 25-foot stretch of water at camera men 
on a press-boat who were endeavoring 
to snapshot him. 
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WHENEVER there is a real five point 
uplift in stock market prices now- 
adays, the movement is almost unani- 
mously credited to the operations of 
Daniel G. Reid. There is no question 
that Reid is our biggest stock market 
operator at the present time, but the rank 
and file of Wall Street always have him 
on the buying side of the market, and if 
he had actually purchased all of the 
stocks in the past year with which he 
has been credited, he would not only have 
the resources of the Bank of England 
and the Bank of France combined, but 
would need to hire the ten top floors of 
the Woolworth Building, and surround 
the building with a corps of infantry. 

The fact of the matter is that the re- 
cent rise, if it is worthy of the name, was 
initiated by the Meyer-Blumenthal party 
and their foreign associates, who, begin- 
ning with a vigorous buying movement 
in the copper shares, extended their pur- 
chases throughout the entire list, and 
succeeding in obtaining a small following 
among the lesser lights of the Street. 

It is hard at this time, however, to 
find any big operator who has decidedly 
bullish convictions. The condition of the 
money market, while not making op- 
erators pessimistic, dampens any bullish 
ardor which might otherwise exist. With 
the Chicago, Milwaukee & St. Paul Rail- 
road paying 4.70 per cent. for its money 
on an issue of general mortgage 4% per 
cent. bonds, and the Pennsylvania Rail- 
road paying 6 per cent. for its money 
through a new stock issue, it is difficult to 
create much bullish enthusiasm. 


ok xk a 


ONE of the old line of-operators who 

has practically dropped out of Wall 
Street business activity is Norman B. 
Ream. At one time, Ream’s activity and 
operations were a decided factor in mak- 
ing Stock Exchange prices. There were 
not many days when he did not swing 
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in and out of the market to the extent 
of from 30,000 to 75,000 shares. It is 
only three or four years ago that he used 
to take a secretary with him to any board 
meeting which he might attend in order 
to be constantly informed as to any im- 
portant change in prices. He was always 
in touch with what was going on on the 
Exchange, and was recognized as one 
of the shrewdest operators in the Street. 
He has practically given up all business 
cares. 
* * * 
ITH the wage scale constantly ris- 
ing, and with Federal and State 

laws becoming more oppressive, railroad 
officials are naturally sitting up nights 
working out the problem of how to bring 
about greater efficiency in operation. A 
general manager who can bring operat- 
ing costs down one cent on every dollar 
of business handled, bids fair to be 
shoved into a _ vice-presidency. The 
gates of opportunity are open for another 
Hill or Harriman. 

Hill’s method of reducing operating 
expenses may be illustrated by the fol- 
lowing: When Great Northern’s traffic 
density was not nearly so great as it is 
today, he called the operating vice-presi- 
dent before him and said that operating 
costs must come down. The Great 
Northern was at that time operating at 
a ratio so low that it was the talk of the 
railway world. The operating vice- 
president was nonplused. He frankly 
stated that he was at his wits’ end; that 
he could not suggest any further economy 
unless it were to be a reduction in the 
number of employees, and. that would 
hurt efficiency. Hill said: “Well, for in- 
stance, why not make one cross tie do 
the work heretofore done by two?” The 
vice-president could not see what Hill 
was driving at. 

“For instance,” said Hill, “why not 
take a cross tie, cut it diagonally and 
make two out of it?” This was done as 
follows: 
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The saving to the Great Northern was 
very great. 
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On E. H. Harriman’s last trip of in- 
spection over the Union Pacific system, 
he was one day walking the tracks with 
Julius Kruttschnitt, Director of Mainte- 
nance, and who is now chairman of the 
Board of Directors of the Southern Pa- 
cific Company. They were discussing 
economies, and suddenly Harriman stop- 
ped short. He said: “Kruttschnitt, see 
the bolts holding that track; they pro- 
trude half an inch on either side. Is 
there any reason why we can’t have half 


an inch cut off those bolts? Would it 
weaken the roadbed in any way?” 
Kruttschnitt had to admit that it would 
not. 

“Well,” said Harriman, “on every 
track bolt ordered by the Harriman lines 
from this time on, have half an inch cut 
off its length. We buy these bolts by 
the hundred pounds. Figure up how 
many bolts are used on the Harriman 
lines every year, and see what our saving 
will be.” It was very large. 








Forecasting by the Area Method 


By LEROY D. PEAVEY 








[NOTE.—In our last issue, Mr. Chamberlain expressed his opinion in favor of the 
“Line method” of presenting statistics. In this article the vice-president of the Babson 
Statistical Organization, which uses the “Area method,” gives his reasons for preferring 


that system.—Ed. ] 


HE distinguishing features of the 
Babson Area Plot (shown here- 
with in reduced reproduction) are 

two in number. The frst is that it is im- 
possible to get a clear idea of the trend of 
business from a study of only one or two 
subjects. Of course, we are all continu- 
ally coming in contact with the man who 
has some particular subject as a hobby, 
and who confines all his studies to this 
narrow viewpoint. For instance, here 
is a man who thinks only in monetary 
units. Granting that the banking situa- 
tion is at nearly all times a very im- 
portant factor, and granting that a study 
of money rates and bank statements will 
at times give the student a correct sug- 
gestion as to the future, the man who 
confines his studies alone to this subject 
is destined often to be led astray. | 
Again, we have the enthusiast on poli- 
tics. Likewise there are earnest advo- 
cates of idle car figures, crops, the stock 
market, bank clearings, etc., and after 
hearing them all one is led to wonder 
which is the important subject to study. 
The fact is, that they are all important, 
but none is “all-important,” and the only 
satisfactory way is to study a broad list 
of the principal factors affecting condi- 
tions, and then seek to draw a composite 


conclusion from a study of all of them. 
It is, however, very difficult for the aver- 
age business man to draw a composite 
conclusion after studying ten or twenty 
subjects. In other words, while the trend 
of a single subject can easily be seen, the 
mass of factors pertaining to all of them 
collectively is practically indigestible. 
With a plot like the Babson plot, how- 
ever, the matter becomes very much sim- 











plified. Such a diagram is made by com- 
bining figures, for instance, on the fol- 
lowing twelve subjects: Immigration, 
New Building, Failures, Bank Clearings, 
Commodity Prices, Surplus Reserves, 
Foreign Money Rates, Domestic Money 
Rates, Condition of Leading Crops, Idle 
Cars, Political Factors and Stock Market 
Conditions. 

Of course, some ingenuity is required 
to combine figures on such miscellaneous 
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subjects as bank clearings in dollars, crop 
conditions in bushels, immigration in 
number of people arriving, etc., but this 
can be satisfactorily done by making 
“barometer” scales for each subject, 
which scales correspond to certain fig- 
ures expressed in dollars, bushels num- 
ber of immigrants, etc. These scale fig- 
ures can then be combined and reduced 
to a final index number in a somewhat 
similar way to the method used for the 
usual commodity price index numbers. 
This index number is then plotted each 
week according to a fixed barometer 
scale, and the outline of these plotted 
points gives a continuous and correct 
record of business conditions, not from 
isolated subjects, but being a composite 
photograph of actual business conditions. 
ok ok ok 

HE second distinguishing feature of 

such a plot is that both the factor of 
intensity and the factor of time are taken 
into account. Many students, in charting 
the price of commodities, stocks or other 
business figures, have simply considered 
the height reached by these prices with- 
out considering the length of time during 
which said prices remain high or low. 
For instance, if wheat sold at $1.50 per 
bushel they have failed to recognize that 
as much “energy,” so to speak, was con- 
sumed to keep the price at $1.00 for a 
year, as was required to keep the price at 
$1.50 for a few months. The same is 
true of bank clearings. It requires as 
much business energy to keep bank clear- 
ings at a medium high level for a long 
period of time as it does to keep them at 
an extremely high level for a shorter pe- 
riod of time. Of course, some criticise 
this idea and cannot see the value of the 
factor of time in such a study. They 
argue that if an electric car strikes a 
wagon at certain speed, it makes no dif- 
ference how long it has been going at 
that speed, the effect on the wagon is the 
same. Such a simile, however, does not 
apply in respect to the area plot. 

The true mechanical principle to keep 
in mind is that the work or energy accom- 
plished depends upon two factors. In the 
case of mechanics, work done depends 
upon the factor of resistance and the fac- 
tor of distance. If we represent re- 
sistance by P and-the distance through 
which that resistance is overcome by §S, 


the work accomplished is represented by 
PS. In other words, the economists who 
use the electric car simile make the same 
error which was formerly made by old 
philosophers when they imagined that 
it did not require the same energy to 
move one pound through 100 feet of 
space, as to move 100 pounds through 
one foot of space. They lose the foot- 
pound idea. The composite area plot 
takes into account the economic foot- 
pounds of business work accomplished. 
In the composite plot the vertical scale 
representing intensity corresponds to re- 
sistance in mechanics, and the horizontal 
scale of time elapsed corresponds to the 
factor of space in mechanics. 

Some have been mistaken in consider- 
ing that the Babson idea is that business 
cycles occur with a definite periodicity 
according to the principle of Jevons and 
other students who hold to the mystical 
10 or 20 year cycle periods. On the con- 
trary, it is evident from the study of the 
area method that no definite regularity of 
time can be depended upon, as the fac- 
tors of time and intensity are mutually 
dependent one upon the other. If a de- 
pression is very severe, as in the case of 
1907-8, conditions are likely to improve 
quickly, and the area below the line of 
average growth will be of short duration. 
If a period of prosperity is reckless and 
very extraordinary, it can last only a 
relatively short time. On the other hand, 
if the depression is not very intense, it 
will take some years to form an area of 
depression and readjust conditions. 

Moreover, those who believe that busi- 
ness conditions must advance to a certain 
point before they turn to go downward, 
or must reach a certain low point before 
they turn to go upward, will be led 
astray, as everything depends upon the 
two factors, time and intensity, and the 
product of these two factors is, of course, 
correctly represented by an area. 

* * * 

WING to the law of averages and 
psychological laws, these areas tend 

to be equal in size, although as above de- 
scribed, they are very seldom of the 
same shape. Knowing that each suc- 
ceeding area tends to balance in size its 
preceding area, one can easily estimate 
the length and intensity of the coming 
period of depression or prosperity, by 
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continuously watching, so to speak, its 
“rate of flow,” which rate of flow shows 
how rapidly it is increasing in size. If 
only one or two subjects are used in 
compiling such a diagram, it is evident 
that very misleading results will be ob- 
tained, but with a sufficiently large num- 
ber of subjects, the rise and fall of busi- 
ness can be portrayed with a surprising 
correctness. 

It may be objected that the right sub- 
jects are not included, and that hence the 
diagram is not a correct business photo- 
graph, but it has been- proved by actual 
compilation that the removal of any one 
of the twelve subjects above mentioned 
makes practically no difference in the 
plot. If other subjects are added, the 
result is the same. Moreover, foreign 
countries, such as Canada, England, 
Germany and even the old, steady going 
country of France show an exactly simi- 
lar rise and fall in the areas above and 
below the line of real or average growth 
for the country in question, the only 
difference being that the United States 
conditions are, as is well known, much 
more intense. 
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Again, there are some students who 
suggest that the composite plot is all 
right and will correctly portray condi- 
tions except that such factors as politics 
will upset the calculations of the student. 
This, however, in my opinion, is not true, 
for after a long period of observation 
and research, | am convinced that a 
change in the political situation is only 
one of many factors entering into the 
case, and far from being the cause of 
economic changes, is really more often 
the result. That is to say, it is the dog 
that wags the tail, instead of the tail 
that wags the dog. 

In closing, I wish to say that it is not 
intended that the area plot shall serve as 
a mechanical forecaster in and of itself. 
No sane and sensible business man 
would throw away his own personal 
judgment and opinion in economic mat- 
ters. The area plot should never be 
treated as a “rule of thumb” and sub- 
stituted for common sense and good busi- 
ness judgment, but the points brought 
out in the above discussion can be abso- 
lutely depended upon, and agree with 
common sense. 





Stop Whining 








and a double-proof heart are all that 

any man ever needed to do anything. 
Why are you holding back? Why do you 
whine while there’s hope to win? 

It’s always the right moment to make good. 
Age is no hindrance if your ability hasn't 
grown gray along with your hair. If at any 
time in your life you had reason to think you 
could achieve something bigger, it’s now. No 
generation ever enjoyed more privileges or 
suffered fewer restrictions. 

Yesterdays never are as wonderful as to- 


7: fingers, one backbone, a whole mind 
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morrows. The world keeps on. It progresses 
—it doesn’t backslide. What you regret can’t 
compare with what you can get. Make a dare 
and seize your share. You may have whatever 
your performance deserves. The only patent 
on possession is merit. If you're the better 
man, your inferiors must give way and give 
up to you. 

Forget what you were—forget what you had, 
and come forward. Hope lies beyond the next 
hill—not behind the last. Fears are far worse 
handicaps than years. If you are standing still, 
it’s because you had rather hang back than 
hang fast—Herbert Kaufman. 
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Extra Session Legislation and After 





By BYRON W. HOLT, Chairman of the Tariff Reform Committee of the Reform Club 


S rapidly as possible the course of 
events at Washington is follow- 
ing the route predicted in my 

two tariff articles in the January and 
February issues of the MAGAZINE OF 
WALL STREET. 

The Underwood Bill, as introduced 
and as now being considered by the 
Democratic Congressmen in caucus, is no 
less drastic than was predicted. Instead 
of a duty of 15 or 20 per cent. on wool, 
however, it places wool on the free list 
and instead of free sugar at once it would 
reduce the duty 25 per cent. at once and 
would give us free sugar at the end of 
three years. Other rates are somewhat 
different from those expected. Thus, 
more food products, such as flour, bread, 
meats, fish, etc., have been put on the 
free list than we thought probable. Steel 
rails are made free instead of dutiable at 
10 per cent., as in last year’s Underwood 
Bill. 

Notwithstanding the threats of manu- 
facturers to close their doors or to remove 
their factories to foreign countries if the 
proposed rates become law, and notwith- 
standing the combinations of sugar, wool, 
lead and other Congressmen and Sena- 
tors representing special interests, to de- 
feat the bill, I see no reason to modify my 
statement in the January MAGAZINE OF 
Watt Street, that “somewhat radical 
changes in tariff duties will be made and 
made promptly.” Two events that were 
then predicted and that have come to pass 
sooner than expected; make it more cer- 
tain now than it was three months ago 
that radical tariff changes are likely to be 
made promptly: 


1. The income tax is now constitu- 
tional. 

2. Senators will, in future, be elected 
by direct vote of the people. 

The possibility of raising revenue by 
an income tax makes it easier to drop or 
reduce tariff-for-revenue duties. The 
election of Senators by popular vote will 
make them more tractable to party pres- 
sure and less servile to the protected in- 
terests. Therefore, while some of the 
Senators of the local-statesman variety, 
will hold out for a long time and will 
save as much as possible for the special 
interests of their States, I predict that 
the most of them will be found inside of 
the Democratic breastworks when the 
final vote is taken. Nor do I think that 
President Wilson will have to appeal to 
the country—as he so well knows how to 
do—to save his party’s tariff bill from 
defeat. Apparently, he has a firm hold 
on the reins of government. He prom- 
ises to be a real President. 

From November to April it pleased 
Wall Street to work upon the theory that 
the Democrats, when they had full power 
to revise the tariff, would proceed to re- 
duce duties conservatively. It pleases 
Wall Street now to work upon the theory 
that the Underwood Bill, when it finally 
passes the Senate, will be far less drastic 
than it now is. Wall Street will probably 
be wrong in the second, as it was in the 
first instance. The Senate of today is, 
perhaps even more radical than is the 
House. Only a comparatively few Demo- 
cratic Senators—and these mostly from 
the South—will be inclined to vote for 
higher duties, in any schedule, than those 
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of the Underwood Bill. Not a few favor 
even lower duties. Besides, a number of 
Republican Progressive Senators are like- 
ly to vote for the Underwood Bill, after 
attempting to amend it in numerous 
ways. Senator La Follette will almost 
certainly do so, when he has to choose be- 
tween the new bill and the present tariff. 


PROMPT AND RADICAL REVISION. 


The two big reasons why the Demo- 
crats should not pass a less drastic bill 
than that now agreed upon by Wilson, 
Underwood and the Ways and Means 
Committee and that will undoubtedly, by 
April 20, be sanctioned by the House 
Democratic caucus, are: 


1. To redeem party pledges. 

2. To reduce the cost of living. 

President Wilson and most of the other 
Democratic leaders believe that their 
pledges should be kept sacredly. They 
promised no merely nominal revision. 
They promised to give us cheaper food 
and clothing. They said in their plat- 
form, that “excessive prices result in a 
large measure from the high tariff laws 
enacted and maintained by the Repub- 
lican party and from trusts and commer- 
cial conspiracies fostered and encouraged 
by such laws.” Unless they reduce du- 
ties sufficiently to perceptibly reduce the 
cost of living the Democrats will not have 
kept faith with the people and will al- 
most certainly suffer politically in the 
elections of 1914 and 1916. 

The Democratic leaders fully expected 
and had steeled themselves against the 
howls, threats and cries of ruin that are 
now going up from protected interests. 
It was not expected that these “vested 
wrongs” would give up their graft privi- 
leges without a struggle. The wails of 
all of the thousands of tariff-made mil- 
lionaires in the land and of their agents 
who have for months filled Washington’s 
hotels and corridors to overflowing, will 
avail little or nothing. They have, as we 
say in Wall Street, been discounted in ad- 
vance. 

MARSHALL’S WARNING SPEECH. 

Vice-president Thomas R. Marshall, 
in a most notable speech, at the Thomas 


Jefferson dinner of the National Demo- 
cratic Club, at the Waldorf, in New York, 
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on April 12, practically “read the riot act” 
to all those who have amassed great 
wealth by the tariff and other special 
privileges. He warned them that unless 
they were willing to discontinue their 
unfair methods of profit this country will 
soon face socialism or paternalism. 
After discussing the no-conscience 
theory of life of the modern get-rich- 
anyway business men, the vice-presi- 
dent said: 

“Despite this theory of life, Carl Marx and 
hunger and a longing for happiness are abroad 
in the land. They are speaking on every street 
corner. They are sitting as unknown guests at 
every frugal meal. They are perturbing the 
waking hours and coloring the dreams of mil- 
lions of Americans, who, after all, have the 
right to say what shall or shall not be. Let 
those who started and are keeping this theory 
of special privilege, which finds its root, its 
sap and vigor in prohibitive tariff duties, be- 
lieve me when [| say that a change has come 
across the spirit of the Republic. Be not de- 
ceived. Our justice is ceasing to be perpen- 
dicular and is beginning to be horizontal. Men 
are refusing longer to look up that favors may 
be handed down to them, and are beginning 
to look around and see how mutual benefits 
may come to them. Wake up, my brother; be 
content with that which thou has gotten. 
Yield a little that you may save much.” 


The vice-president then appealed to all 
to “come to the help of the president” in 
his struggle for the individualistic 
Democracy of Thomas Jefferson.” We 
are likely to hear more of such appeals. 
They are not likely to go unanswered. 
A spirit of revolution is abroad in the 
land now as it was in 1776, and again in 
1860, not religious liberty or slavery of 
our black population, but industrial lib- 
erty is believed to be at stake. A new 
system of distribution of products is be- 
ing. eVolved and will soon be put in oper- 
ation. Privilege must soon come down 
froin'the throne. It will make a most 
sétinus mistake if it resists too long the 
cOmparatively moderate tariff and other 
économic changes proposed by Wilson 
and his party. 

Assuming—as I consider it fairly safe 
to do—that the Underwood bill will, in 
subtantially its present form, become law 
within from two to four months, I shall 
consider, very briefly, some of its prob- 
able effects before I proceed to discuss 
other probable legislation at this special 
session of Congress. 
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SOME INDUSTRIES WILL SUFFER. 

That some, and perhaps many, indus- 
tries will suffer, temporarily at least, from 
lower or no duties, is to be expected. It 
is probable that many of the woolen, cot- 
ton and underwear mills will lose some 
of their business before they have 
changed their methods and modernized 
their machinery so that they can compete 
with all comers under the new rates of 
duty. It is not probable that the read- 
justment period will, in most cases, be 
long, nor is it probable that one-tenth of 
the industries that threaten to leave the 
country will do so. 

Only those industries that are not 
naturally adapted to our soil and climate 
are likely to be lost permanently. The 
most important of these is the beet sugar 
industry. The cane sugar industry will 
probably survive, but will not flourish 
under free trade. It is folly for the tem- 
perate zones to compete with the tropics 
in the growing of sugar. New England 


might almost as well attempt to grow 
bananas commercially as for Michigan, 


Nebraska and Colorado to produce sugar 
commercially. Nature has determined 
otherwise. 

Sugar cannot, perhaps, be profitably 
produced from sugar beets anywhere in 
this country for less than 3 cents a pound. 
In most sections the cost is from 3% to 4 
cents a pound. Cane sugar cannot be 
produced in Louisiana for less than from 
3 to 3% cents a pound for 96 degrees raw 
sugar. The sugar content of a ton of 
Louisiana cane is only about three-fourths 
of that of Cuban or Porto Rican cane, 
from which sugar can be made for less 
than 2 cents a pound. Why, then, should 
not this country follow nature’s sugges- 
tion and treat Cuba, Porto Rico, Hawaii 
and other tropical islands as our natural 
sugar bowls? To do so, will, admitedly, 
be hard on our artificially created beet 
and cane sugar industries; not to do so 
will be to continue the hardship on our 
90,000,000 of consumers. As we con- 
sume 82 pounds of sugar per capita a dif- 
ference of 2 cents a pound makes a dif- 
ference of $150,000,000 a year to our 
people directly, saying nothing of the 
benefits to the preserving, confectionery 
and other industries that would thrive on 
free sugar. 

In my opinion the stocks of most of 


the tariff-protected industries have not, 
as yet, fully discounted coming tariff 
changes. The sugar, woolen, corn-prod- 
ucts, lead, steel and rubber stocks will 
probably sell lower within the next few 
months. The sugar and woolen stocks 
will probably suffer most. 

As coming events cast their shadows 
ahead the prices of many products and 
goods on which duties are being radically 
reduced have already declined materially. 
Refined granulated sugar is now selling 
at 4.2 cents a pound. This is the lowest 
price reached in many years and is about 
1 cent a pound below the normal price 
of the last five or ten years. Some of the 
indirect effects are also being realized. 
Thus, many of New England’s industries 
are marking time while the tariff is being 
discussed in Washington. This tariff 
lull in business is having a marked effect 
not only upon the earnings of the mills, 
but upon the railroads of New England. 
Because of this effect it is probable that 
the dividend on the New Haven Railroad 
stock will this year be cut to 4% or less, 
while otherwise it might not be cut to 
less than 6%. 

The evil effects of reduced duties will 
be manifest at once. The beneficial 
effects will come slowly, but will soon 
far outweigh the evil effects. Industry 
will broaden and develop more rapidly. 
Our export trade, especially, will thrive 
as never before. Our railroads will gain 
a new lease of life, both because of the 
lower cost of materials and supplies, and 
because of the reduced cost of living of 
their employes. 


AN INTERNATIONAL COMMISSION. 


I do not, however, think that the tariff 
reductions that will be made will reduce 
the cost of living as much as 5%, even 
temporarily. Inside of one or two years 
(other things being equal) I expect to 
see the cost of living higher than ever 
before. This brings us to another ques- 
tion, which I consider even more im- 
portant than is the tariff question. 

The increasing cost of living is world- 
wide. Prices are rising in free trade as 
well as in protected countries. Undoubt- 
edly this is the disturbing cause that is 
responsible for the universal discontent 
that is manifest in strikes, political up- 
heavals and bloody revolutions. It is 
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vitally important that an international 
commission should be called into exist- 
ence to consider the causes of and the 
remedies for the high and rising cost of 
living. Prompt action might avert many 
serious results that would follow from 
delayed action. 

I know that President Wilson and the 
leaders in Congress are considering this 
problem and I think it not improbable 
that such a commission will be provided 
for by the extra session of Congress. 
Senator Owen, chairman of the Banking 
and Currency Committee of the Senate, 
is especially alive to the need of action. 
Many of our most eminent economists 
and business men are urging Congress 
to act in this matter. 


BANKING AND CURRENCY LEGISLATION. 


Perhaps the third most urgent ques- 
tion, and one that President Wilson men- 
tioned in his message to Congress, is that 
of banking and currency legislation. 
This question will probably be put before 
Congress as soon as the tariff bill has 
passed its most critical stage. It is pos- 
sible, though not probable, that a bank- 
ing and currency bill will be put through 
at this extra session. Much depends 
upon President Wilson’s control of Con- 
gress and on the solidarity of the Demo- 
cratic party on this and on other ques- 
tions. The outlook for sound banking 
and currency legislation is now more 
hopeful than it has been at any time since 
the Civil War. There is at least some 
prospect that the two wings of the Demo- 
cratic party (The Bryan and the “Con- 
servative” wing) will come together on 
this question. If so, and a rational law 
results, the country will be a great gainer. 

Both the panics of 1893 and 1907 
might have been much milder affairs, if 
we had had as good a banking and cur- 
rency system as has our neighbor, Can- 
ada, or even as good a system as has Ger- 
many. Germany would almost certainly 
be in the midst of a severe panic now, if 
she had no better system than we had in 
1907—or, for that matter, than we now 
have, for the Aldrich-Vreeland emer- 
gency currency law is so cumbersome 
that it is likely to expire by limitation 
next year, without ever having been 
tried. It, however, could hardly have 


been tested until money rates had been 
above 10% for some time. 

This is the only country that has a 
currency famine and money-premium 
panic once or twice in every 20 years. 
It is the only country that has a cur- 
rency system based on its bonded debt. 
Our currency system is inelastic and un- 
scientific, to the last degree. Neither as 
to currency nor as to the discounting and 
rediscounting of commercial paper is 
there co-operation between the more than 
7,000 national banks of this country. 

The banking and currency committees 
of the House and Senate are now draft- 
ing bills that will probably differ but 
slightly, and that will have an excellent 
chance of becoming law within from 
three to twelve months. While any bill 
that can get through Congress is likely 
to be far from perfect, yet it will modern- 
ize our present antiquated system, which 
should have been relegated to the scrap 
heap years ago. 

Instead of a central reserve associa- 
tion, as proposed in the Aldrich plan, it 
is probable that the new law will provide 
for 20 or more “regional reserve” banks 
of rediscount and of issue. The present 
bond-secured bank notes will be abol- 
ished. Preceding this step our govern- 
ment will probably increase its annual 
interest charge about $7,000,000 a year 
by substituting 3% for the 2% bonds 
now outstanding. 

It is not improbable that the greatest 
opposition to these proposed changes 
will come from the national banks them- 
selves, and particularly from the big ones 
of New York and Boston. 


BUSINESS DEPRESSION PROBABLE. 


I wish to repeat what I said, in sub- 
stance, in the February number of the 


MAGAZINE OF WALL STREET. Because 
of inflated conditions and general discon- 
tent throughout the entire civilized 
world, I am of the opinion that no tariff 
or banking and currency changes that 
this country will or can make, can avert 
a serious business depression within a 
few years. Even international action of 
the most intelligent kind, as to gold de- 
preciation and the cost of living, could 
not possibly come in time to save us from 
serious business troubles. 














What an Investor Ought to Know 
XlII—The Balance Sheet of an Industrial Company (Continued) 
By FREDERICK LOWNHAUPT 


[Under the above title we are resenting a series of articles treating fundamental 
facts that are either never learned by many investors or apparently overlooked in the 
purchase of investments. Without a knowledge of the basic principles ant ay the 


science of investment, rational selection is impossible. The aim of these artic 


es is to 


give facts in readable form—facts which in themselves are technical, but which, co- 
ordinated, explained and placed in proper relation to each other, are both interesting 


and easily understood.] 


FURTHER question which must 


be considered by the careful in- 
vestor or student of the indus- 
trial balance sheet is that of the inventory. 
It makes some difference whether a large 
part of the inventory is raw material or 


whether it is finished product. The 
finished product may mean two things 
generally speaking. It may mean that a 
very large amount of money is locked up 
in finished goods; as for instance if a 
large number of automobiles were stand- 
ing in the show case awaiting buyers. 
Or it may mean that the finished product 
is sold inventory, as in the case of auto- 
mobiles that have been ordered ahead or 
farm machinery that has been sold on 
orders but is standing in the factory 
awaiting shipment. Again it may mean 
that there is a considerable amount of 
raw material on hand. 

It is well to consider the position of 
the inventory alongside of all the other 
items with these questions in mind. It 
should be remembered that inventory 
always enters into quick or liquid assets. 
Now it may be left to the judgment of the 
investor many times how quick or liquid 
certain inventories are under different 
business conditions and how much 
strength a large inventory item lends to 
the general group of quick assets. 


There was an automobile concern a 
few years ago that made a fine showing 
of quick assets and on that basis showed 
well in its working capital. But a short 
time afterward it had to go to the bankers 
for money to meet some maturing obliga- 
tions to save it from bankruptcy. The 
balance sheet showing here was mislead- 
ing just to the extent that the casual 
reader would have taken the situation as 
decidedly strong, whereas as a matter of 
fact it was weak, for the company was 
short of cash or cash resources whereby 
it could meet its maturing obligations, 
and its credit position was not sufficiently 
strong to enable it to raise a large sum 
quickly. 

Furthermore, it is sometimes a ques- 
tion as to just at what figure the in- 
ventory has been placed in the balance 
sheet. To put it in the exhibit at cost 
would seem conservative enough, and 
indeed is, but that is not always done. 
Just what is the figure taken is an im- 
portant matter. Of course the average 
investor cannot determine from a study 
of a balance sheet as presented in the 
annual report at what figure the inventory 
has been taken. That would have to be 
stated by the company. 

From this it will be seen that there is 
opportunity for placing a substantial fig- 
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ure on inventory above cost, a figure 
really representing some of the profits 
to be obtained by sale of these goods and 
this in its further analysis is taken gen- 
erally as a part of the quick assets and 
quick assets enter into the working 
capital. 

Carrying the analysis further, we see 
that part of the cost of the finished prod- 
uct which is stated as inventory repre- 
sents labor. Take the case of an auto- 
mobile carried in the balance sheet as 
inventory ; part of it is cost of labor, part 
cost of raw material and possibly part 
of it represents profits to be realized by 
sale. 

Now it is obvious from what has been 
said before that the balance sheet figure 
representing the automobile is ordinarily 
considered as a quick or liquid asset. Just 
how far this is the case may be judged 
by an investor after a little consideration. 

While these are general facts, it must 
be remembered that every case stands 
upon its own merits, every corporation 
following its methods and ideas as to the 
statement of inventory and appraisement 
of it and further as to the apportioning 
of costs over its goods. The most that 
is expected from the statements above is 
to have them serve as a reminder of these 
facts which are so easily overlooked in 
a casual glance over an investment house 
circular or annual report from an 
industrial corporation. 

Inasmuch as we have taken the posi- 
tion of the corporation with respect to 
working capital and quick assets as the 
point around which the discussion is re- 
volving, and since it is the vital feature 
to be learned from the study of the bal- 


ance sheet, it is well to go a little further 
and make mention of the fact that many 
investment offering circulars lay stress 
on the total “tangible assets” of a 
corporation. 

In setting forth what the strength 
back of the preferred stock or other 
securities is they frequently enlarge upon 
the net tangible assets, meaning that the 
total tangible assets, which of course 
means all assets except such as patents, 
trade-marks, good will, etc., less the quick 
or working liabilities, amounts to a fine 
figure. All of which is very good. But 
it includes a lot of assets that are not 
liquid or quick in any sense of the word. 
They may be thoroughly good and valu- 
able and of course are, where the prop- 
erty itself is part, but too much emphasis 
should not be laid on them without giving 
proper consideration to the part that 
represents capital assets; that is, assets 
which cannot be liquidated easily. 

There is a certain value to making a 
statement of tangible assets and net 
tangible assets, but the careful investor 
will analyze this item and see just what 
part is quick or working assets and what 
is not. 

Of course, the value of patents, good 
will, trade-marks, etc., is entirely another 
matter.. There are a few balance sheets 
that include these items along with the 
property account, but it is becoming 
more and more the practice to give this 
a separate place in the statement. Where 
they are included the statement of capita! 
assets is next to valueless from the in- 
vestors point of view, for he cannot 
find the relative position of the various 
items. 








Bond Market Topics 








HAT Does the New Financing In- 
dicate?—Anent the matter of rail- 
road financing, the question that 

observers of security markets are asking is, 
What does the quantity and character of 
the new financing indicate? Generally 
market critics take some careful note of the 
amount of new securities that are issued 
each month, making comparisons with the 
months just preceding, and with the output 


of the year previous for the corresponding 
period. 

If the new financing over the past few 
weeks is any criterion of the way the 
markets are situated, the outlook is both 
hopeful and discouraging. The bond men 
see it this way. It is hopeful for the reason 
that the curtailed financing over the past 
two months bids fair to create a stronger 
condition for the future, in that the market 
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has had time to recuperate from earlier 
issues. It had, as it were, a period of diges- 
tion. On the other hand it is discouraging, 
as indicating that demand and buying power 
have waned, and that it will be some time 
before they recover. 

During March new financing was $46,- 
000,000 less than in February and $205,000,000 
less than in January. Such a large decrease 
could not be expected to do otherwise than 
stir up comment. Not only has the 
enormous decline in the output been a fac- 
tor, but the fact that in previous years the 
output was constantly growing from Jan- 
uary through June adds another element of 
uncertainty to the question. 

Sensitiveness of Prices—One of the 
phenomena of the present situation—and in 
fact of every situation when bond prices 
have fallen far and have remained de- 
pressed—is the sensitiveness of the market 
to sentimental considerations. Ordinarily 
the bond market is not affected by such 
considerations in anything like the same 
degree as the stock market. But at the 
present low level, where prices cannot very 
well go down a great deal except under 
extraordinary circumstances, a small amount 
of favorable sentiment makes its effect felt 
directly in a considerable advance. 

All through the list there exists a volatile 
condition which needs only the stimulus of 
a few day’s buoyancy of the stock market 
or the cumulative effect of several days 
good news in regard to fundamentals af- 
fecting business, to lift quotations from one 
to three points. The market is ready to 
translate affairs favorably if there is founda- 
tion for it in only a small degree. All the 
security dealers want to do that now. 

Railroad Financing.—N otwithstanding the 
fact that investment dealers have professed 
several times in the past few months to see 
the change in affairs that was to bring on a 
new, large and strong investment market, 
their expectations have not been met by a 
proportionate amount of new financing by 
the railroads. The railroads are mentioned 
principally since their action is always an 
index of what may be considered the 
opinion of their bankers on the situation. 

The point emphasized is that compara- 
tively little new financing has made its ap- 
pearance over the past few months. The 
bankers for the roads apparently do not 
discern the desired conditions immediately 
at hand. What the railroads seem to have 
been doing for some time is taking care of 


their needs only so far as refunding goes. 
This, of course, has been considerable in 
the aggregate but has been almost negligible 
as an indication of the investment situation. 

Altogether, the railroads are waiting for 
a number of changes. If we get a strong 
investment market, with prices somewhere 
near the favorable levels of three years ago, 
there will come forth a torrent of railroad 
issues, for about all the roads need money 
for developments that have been held back 
for a long time. 

Four Years in Bonds.—When a large 
group of bonds of the first grade change in 
prices to the extent that the yield is af- 
fected as much as one half of one per cent., 
it means that a radical change is taking 
place. If this phenomenon were present in 
the movements of a very few issues it could 
be attributed to special circumstances. But 
when it spreads over the large body of 
standard bonds whose movements reflect 
something more than passing incidents, it 
is time to take critical cognizance. 

The question of constant pressure on the 
quotations for high grade bonds has been 
reviewed in these columns and elsewhere 
frequently of late. It is doubtful, whether 
the significance of the whole question is ap- 
preciated by. many holders of this class of 
security, since the decline is so slow, al- 
though so persistent. Bond men them- 
selves, so accustomed to trading in these 
bonds more or less steadily, must stop and 
think to realize what the decline over the 
past few months or years means. 

A representative group of these bonds is 
now selling to yield more than one-quarter 
of a point over the income of a year ago, 
while, for a little longer time, the yield 
has increased from three- eighths to three- 
quarters of. one per cent. All this indicates 
substantial changes in prices running as 
high as seven points. In many cases three 
years have been sufficient to accomplish this 
important change. 

This bears heavily on the investor, but 
where it means dollars to this class of 
holders it means thousands to the institu- 
tions which have seen their bond account 
steadily wilting. Some heavy losses have 
been burdening institutions that bought 
years ago and have held for investment re- 
gardless of changes. The upshot of it all is 
that we are not apparently through with the 
change. How far it has progressed toward 
the culmination of the movement not even 
the experts are willing to venture a 
prediction. 





month to month, 


siderable number of readers.—Eb. 





NOTE—In view of the slow changes in prices of standard bonds from 


“The Bond Buyer’s Guide” 
other issue only, unless we find that it is desired more frequently by a con- 


will in future appear in every 

















What Is a Seasoned Security? 


Some Considerations as to When a Bond Is a Tested Investment 








T makes a vast amount of difference 
in the selling qualities of a bond 
whether it can be considered as a 

seasoned security or not. A good 
many investors show marked prefer- 
ences for the security that may be re- 
garded as a tested investment. They 
are of the kind of people that are not 
willing to take the very new things, 
even though in taking them they can 
get excellent investments at lower 
prices than by sticking to the rule of 
nothing but seasoned securities. 

Among these people there seems to 
be something of an unwritten law that 
safety and various of the other quali- 
ties that go to make up a desirable in- 
vestment reside more largely in the 
bond or other security that has been 
put through the test of time and has 
been weather-beaten. They regard this 
as conservatism and they move cau- 
tiously and oftentimes too slowly. To 
the investor so constituted there is a 
large sense of satisfaction in taking 
only securities that conform to the ,re- 
quirements of a well-seasoned invest- 
ment. 

Taking up investments in this way, 
however, involves some considerations 
that the average investor gives little 
weight. Or if he does remember them, 
it is not with the full appreciation of 
their significance and relative impor- 
tance. It is difficult to measure the 
amount, but it is a fact that the in- 
vestor generally pays something for 
the seasoning process that has brought 
his investment to the point where he 
is willing to take it without hesitation. 

Investors often ask for seasoned se- 
curities, bond salesmen talk about 
seasoned bonds and financial writers 
discuss this point, without always fully 
appreciating the settled state of such 
securities. There is no stereotyped 
rule by which this condition can be 
measured, but there are some pretty 
well founded investment principles 
that may be applied to determine the 


degree in which a security has been 
seasoned. 


In the first place the age of the se- 
curity is a very vital factor in the mat- 
ter. There are dozens of old underly- 
ing issues of the railroads that are 
more than seasoned. Some are so old 
that they have been practically for- 
gotten. They lie in the strong boxes 
of many estates and perhaps of savings 
banks that purchased them many years 
ago. They were bought when they 
were cheap and when they yielded a 
high rate of income on their market 
price. They are more than seasoned; 
they are practically buried.. They sel- 
dom come out into the market, their 
quotations are nominal or not given. 
They are generally unearthed only 
when they mature. The development 
of the system or company on which 
they have a prior claim has spread over 
them various other issues. In fact, 
they are almost unknown to the rank 
and file of bond traders. They repre- 
sent a type of seasoned security. The 
investor who buys this kind of security 
after it has aged pays high prices and 
gets a commensurately low yield. 

It will be noticed that this kind of 
bond is seasoned particularly by its 
age, and also for another very good 
reason, that the amount of bonds that 
can come into the market is small. The 
greater number of these underlying is- 
sues are closed and have been closed 
for many years. No _ additional 
amounts can be brought out to act unfa- 
vorably on the quotation. 

The situation differs, however, in the 
case of a bond issue of which there is 
quite a large amount outstanding, or 
even a moderate amount, for that mat- 
ter, but of which more can come out 
from time to time. From the stand- 
point of age this security may be sea- 
soned so far as the outstanding bonds 
go, but there is a contingency to be 
considered, the bringing out of addi- 
tional bonds of the same issue. It will 
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be evident instantly that the seasoned 
bonds are immediately, upon the output 
of additional bonds of the same issue, 
diluted, as it were, thus completely 
changing the market position of the 
whole lot. Here is an important point 
to consider for the investor wedded to 
the idea of buying only bonds seasoned 
by age. In a large sense the issue is 
old and tried, and yet if the quantity 
of new bonds is large that fact neutral- 
izes in large measure the standing with 
respect to this particular point that has 
been acquired by the older bonds of 
the same kind. 

Yet the effect of new bonds issued 
in this fashion varies according to the 
character of the issue. If, for instance, 
the issue were to come from one of the 
great railroad systems like the Chi- 
cago and Northwestern, the Pennsyl- 
vania, the Great Northern, the St. Paul 
and others, even though bonds of the 
same issue preceded, the market effect 
would be far less noticeable than if the 
property in question were one of the 
second or third grade railroad systems 
with far less strong credit. 

The market effect after all might not 
be noticeable immediately to the in- 
vestment world generally. It is in the 
trading accounts of the various houses 
concerned in the issuance and flotation 
of the securities that the effect would 
be felt. In these houses, concerned 
with the upholding or sustaining of the 
quotation, the effect of the new bonds 
would be keenly appreciated. They 
usually have to do some careful and 
consistent market work to maintain 
the position of the issue until all bonds 
have been placed. 

This fact leads to the consideration 
of another very important matter—dis- 
tribution. Probably no particular as- 
pect connected with the security busi- 
ness is more deceptive to the outside 
investor than that with respect to the 
distribution of a bond issue. 

Every investor recalls the fact that 
shortly, very shortly, sometimes, after 
the announcement or public offering of 
an issue, the issuing bankers come 
forth with the statement that the issue 
has been entirely sold. 

This does not always mean that dis- 
trjbution has been complete. It may 


mean that distribution has not pro- 
ceeded far beyond the stage of distri- 
bution among syndicate participants. 
It is quite impossible for even the is- 
suing bankers themselves always to 
say exactly to what stage the distri- 
bution has been accomplished, inas- 
much as sometimes a syndicate is com- 
posed of more than one hundred firms, 
especially where the total amount is 
large. 

Beyond the syndicate stage there is 
still another stage that might be con- 
sidered. There are numerous dealers 
who work either through syndicate 
members or through the issuing bank- 
ers. Of course, when considerable 
amounts have been provided to take 
care of the demand from this quarter, 
there is distribution to be made of this 
amount. There is a good deal of trad- 
ing involved before any large issue 
is entirely absorbed into investment 
channels, so that it may be many 
months until the issue is absorbed to 
a point where it may be rightfully said 
to have gone into ultimate investors’ 
hands. 

Of course, it is understood that no 
issue of appreciable size or breadth of 
market ever stands still, so far as trad- 
ing is concerned. It is a question of 
how the market acts under the trading 
that gives the indication of the degree 
to which the issue has been distri- 
buted. 

Some issues are not well distributed 
short of a year. Some syndicates are 
not dissolved earlier than eighteen 
months after their formation, a fact 
generally indicative of slow distribu- 
tion. A very slow distribution, gen- 
erally speaking, means that the bonds 
are some way from thorough season- 
ing, as real investment demand, in its 
final analysis, is the test of seasoning. 

It is after this investment demand 
has made itself the controlling factor 
in the market for any particular issue, 
and the question of “handling” the 
market has become less important, that 
we notice another aspect of the situ- 
ation which bears upon our point. The 
more completely an issue has gone 
into the hands of investors the more 
likely is the quotation apt to remain 
stable. That is to say, the more nearly 
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an issue is absorbed into pure invest- 
ment, the less active trading there is 
likely to be, with a proportionate nar- 
rowness in price fluctuations. Of 
course, it is understood that the houses 
immediately interested in floating an 
issue endeavor to protect the market 
and maintain quotations, yet there is 
a goodly number of instances where 
the originating bankers have distrib- 
uted thoroughly to a second line of 
dealers and consequently have not ap- 
peared over-solicitous to protect quota- 
tions. The well seasoned bond is usu- 
ally the well distributed security, and 
the better distributed it is the more 
stable the price is likely to remain. 
Take many of the old line standard is- 
sues; they go for months without any- 
thing but small fractional changes in 
quotation. 

Along with all these considerations 
outlined so briefly, is another that adds 
highly important material to the whole 
question. It is the record and standing 
of the company which has issued the 
securities. It is one thing to issue se- 
curities on a comparatively new cor- 


poration whose record for earnings is 
not established. It is somewhat differ- 
ent in the case of an old-established 
corporation which, for instance, has 
not before put out many bonds. If 
when it does issue a_ substantial 
amount it can point to a series of years 
showing its interest charges earned 
easily, with a substantial margin re- 
maining, the showing is equivalent to 
months of time in the seasoning 
process. 

It can be appreciated how this ques- 
tion of the standing and record of the 
corporation enter into the seasoning 
process, for the reason that it enters 
into the distribution of the securities. 
There is, of course, always the element 
of market conditions. It is obvious 
that distribution of a substantial 
amount of bonds in a thin market, 
such as existed for the greater part of 
1911 and 1912, requires longer time 
than under such favorable conditions 
as existed in 1908 and 1909. Hence 
the process of seasoning under poor 
conditions would require more time. 








Public Utility Notes 








Ohio Municipal Utilities Still Immune.— 
It was hoped by those interested in the 
operation of public utilities in Ohio that the 
state in its amendments to its public serv- 
ice commission law would subject munici- 
pally owned public service corporations to 
state regulation as there are many munici- 
pally owned public service corporations in 
that state. Successful opposition has caused 
this program to be amended and these par- 
ticular corporations will remain under 
existing state laws not in conflict with the 
new constitution. 

Public Service Commission for Colorado. 
—The Colorado legislature has under con- 
sideration a bill providing for a state public 
service commission. The bill provides, 
among other things, that no public service 
corporation shall sell, lease or mortgage its 
property without the consent of the com- 
mission, and no stocks, bonds or securities 
must be issued without the consent of the 
commission, and upon such terms as it may 
prescribe. It is feared that if this legisla- 


tion is enacted restrictions upon these cor- 
porations will be so great as to hinder their 
development in the state. 

Public Utility Dividends.—Since the first 
of January, 1913, initial dividends have been 
declared or dividends have been increased 
on an aggregate amount of $176,464,830 
common stocks. this initial dividends 
were declared on $86,802,900, while divi- 
dends were increased on $89,661,930. 

Ohio Utilities to be Benefited—An in- 
teresting situation has been brought to 
light in the recent opinion of the Attorney 
General of Ohio, who held that small isolat- 
ed power plants owned by private persons 
and selling current to neighbors are to be 
considered as Public Utilities under the law. 
Many of these small owners, such as factory 
operators having surplus current from their 
power plants sold it to their neighbors. 
This has been interpreted as making them 
amenable as public utilities corporations to 
the public service commission, to whom 
they must report and be taxed accordingly. 
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The net result of this will be to add greatly 
to the revenues of many utility corporations 
who will get this business away from indi- 
viduals. The action of these corporations 
in selling power has also made them amenable 
to the loss of their charters for doing un- 
authorized business. 

Large Hydro-Electric Development.— 
Circulars will be sent out soon from the 
War Department to firms interested in 
hydro electric properties, inviting bids on a 
100-year franchise for the leasing of the 
water power privileges of the Mussels 
Shoals branch of the Tennessee. The esti- 
mated cost of construction of three dams 
for water purposes and for navigation and 
the building of power houses at each of the 
dams is close to $20,000,000. 

Des Moines City Franchise Situation.— 
It is understood that while the Supreme 
Court of Iowa has decided that the Des 
Moines City Ry. is operating on the streets 
of that city without a franchise, and must 
remove its tracks under two years, unless 
a settlement is made with the city, the de- 
cision will have no effect on the franchise 
negotiations now under way. The Des 
Moines City Railway is controlled by strong 
banking interests, who have endeavored sev- 
eral times to come to terms with the city. 
The franchises have been under litigation 
for several years. It is expected that some- 
thing definite will be accomplished before 
the expiration of the two-year period. 

Investigating Water Powers in Missouri. 
—The state of Missouri has appointed a spe- 
cial commission to investigate water power 
resources of the state with a view to recom- 
mending legislation for a better utilization 
of the hydro electric sites in Missouri. The 
committee expects to visit every important 
water power site in the state. 

Michigan May Push Utilities Off High- 
ways.—The Michigan legislature is now 
considering a bill which if enacted will 
probably force all electric traction lines in 
the state to move their tracks from the 
public highways to private rights of way. 
The bill provides that any electric traction 
line operating on a public highway outside 
of incorporated municipalities shall charge 
not more than one cent per mile for pas- 
senger traffic. 

United Rys. of St. Louis States Its Case.— 
The President of the United Railways of 
St. Louis has issued a statement on the 
ordinance which seeks to compel his com- 
pany to make large improvements in the 
way of new equipment, etc. The Public 
Service Commission of St. Louis believed 
these improvements could be made for 
$1,800,000. The President states to carry 
out the order would cost $3,550,000. He 
also states that the money which the com- 
mission advised the company to borrow at 
6%, could not be had since the commis- 
sion’s discussion of the situation impaired 
the credit of the company, depreciated its 
securities and made it impossible to borrow 
at that rate. Discussing the question of 
over capitalization he argues that the 


amount of outstanding present securities is 
a heritage of former management and must 
be protected. 

Asks Permission to Modify Original Fi- 
nancing.—The Pacific Gas & Electric Co. 
has asked the California Railtoad Commis- 
sion to make some important modifications 
in the use of the proceeds of the sale of 
$5,000,000 ist & Refunding bonds which 
were authorized last Fall by the commis- 
sion. If the request is granted some of the 
proceeds of the bond sale will be used in 
the construction of the three new power 
houses and aso on the enlargement of the 
river channel. 

St. Louis Company Finances and En- 
larges—The Suburban Electric Light & 
Power Co. of St. Louis, a subsidiary of the 
North American Co., has changed its name 
to the Electric Company of Missouri in- 
creased its capital stock and provided for an 
issue of first mortgage bonds. The new 
company has taken over various utility com- 
panies in that territory which were pur- 
chased last year by the North American 
company. The purpose of the consolidation 
is for affording an additional market for 
the hydro electric power which will be se- 
cured from the Keokuk development of the 
Mississippi River Power Co., and also to 
extend the range of activities of the North 
American Co. in the St. Louis district. 

Frisco and Spring Valley Co. to Settle.— 
The old controversy between the city of San 
Francisco and the Spring Valley Water Co. 
for the purchase of the latter by the city is 
finally to be settled. Under an agreement 
between the city and the company the mat- 
ter is to be decided by a condemnation suit 
to be tried before three judges of the Su- 
perior Court of the State. Each side is to 
select six judges, and from the twelve thus 
selected the three who are to try the con- 
demnation proceedings will be chosen. In 
case of an appeal by either side both sides 
will expedite the appeal as rapidly as pos- 
sible. When the final judgment is reached 
the board of Supervisors of the City are 
at once to submit the proceedings to the 
people for ratification at a special election. 

Public Ownership in Nebraska.—An ef- 
fort is being made in the Nebraska legisla- 
ture to have put on passage the bill intro- 
duced early in the session for public owner- 
ship of local telephone exchanges and long- 
distance telephone lines. Under the terms 
of the pending bill counties will be per- 
mitted to vote bonds necessary to establish 
public owned telephone exchanges and toll 
lines either by construction or by purchase 
of existing companies. 

Kansas Commission Holds Rates.—The 
Kansas Public Utilities Commission has 
decided that the Kansas Natural Gas Co. 
and its allied corporations will not be per- 
mitted to advance the rate on natural gas 
in Kansas municipalities. The Commission 
asserts that there is plenty of gas in Kan- 
sas, and if any shortage should exist in that 
state it can be made up from the fields of 
the company in Oklahoma. 
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INVESTMENT: The placing of capital in a more er less permanent way, mainly for the income to be derived therefrom 


A New Steel Barometer 
An Interesting Comparison Between the Price of Steel Common 
and the Ratio of Demand to Supply 
By HALIBURTON FALES, Jr. 


[Here is an article that shows very plainly the importance of discrimination and 


method in the use of statistics. 


Figures which taken separately appear to have but 


little bearing on the stock market are found, when properly combined, to be highly 
significant.—Ed.] 

HE steel and iron business is uni- 

T versally and justly considered one 

of the best, if not the best, index 

of general business, for it indicates not 


only the degree of activity of manufac- 
turing as a whole, but also that of all 
building and construction. 

Security prices—and more particularly 
the prices of the steel stocks—‘“discount” 
the coming changes in the broader move- 
ments of pig iron production, and may 
be well along their downward course by 
the time it is evident that a turn in iron 
production has come. The acceptance 
by the mind of the average student of 
this class of “fundamental conditions,” 
that a turn in the trend of production has 
come, is also delayed by the fact that 
the unfilled orders of the steel com- 
pany in which he may be interested, 
appear frequently to show a conflict- 
ing or opposing tendency to that 
becoming evident in the trend of pro- 
duction. 

As a consequence of the importance of 
the subject to those interested in business 
generally, and because of its potential 
value in determining the long swing of 
security prices, which are contingent to 
some extent upon prospective manu- 
facturing profits, I have attempted to 
improve upon the usual methods of 
analysis. 


[JNDOUBTEDLY the law of supply 

and demand is as efficacious in the 
iron business as it is in any other—if 
only the statistics relative to each factor 
can be ascertained. Obviously, the fig- 
ures for production will serve as an in- 
dex of supply to start with, as they are 
obtainable regularly and accurately. Un- 
filled orders of the United States Steel 
Corporation must be accepted as the basis 
of the demand, because this company 
does so large a part of the business of 
this country, there being no similar fig- 
ures available monthly as representative 
of so large a part of the country’s busi- 
ness. 

Difficulties present themselves at once. 
Previously to October, 1910, “‘inter- 
company” orders were included in the 
unfilled orders of the United States 
Steel Corporation. The magnitude of 
these orders was, of course, unknown, 
and made possible manipulation or pad- 
ding when desired. Monthly reports 
were not given previous to July, 1910, 
prior to which time reports were sub- 
mitted quarterly in March, June, Sep- 
tember and December. This makes 
comparison prior to October, 1910, pos- 
sible only in a very general way. 

Here is the method by which the 
problem was solved for the period since 
that date. Unfilled orders during the 29 
months last reported aggregate 139,665,- 
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000 tons, which divided by 29 gives an 
average per month of 4,816,000 tons. 
Pig iron production treated similarly, ex- 
cept for the fact that the February pro- 
duction has been adjusted to make it the 
equivalent of an average month*, gives 
an average of 2,335,000 tons per-month. 
The first average when divided by the 
second, gives 2,064 as a result. The 
multiplication, then, of the actual figures 
for production, by 2,064, will adjust them 
to an equivalent level with the unfilled 
orders. 

Since each set of figures fluctuates to 
some extent independently of the other, 
the division of the unfilled orders by the 
adjusted figures for pig iron production 
will give the ratio of demand to supply. 

As this ratio of demand to supply 
varies in accordance with certain sea- 
sons of the year, I have attempted to 
make an, adjustment to compensate for 
this seasonal change as follows: Tak- 
ing a ten year average of the production 
for each month corresponding to the 
month when the unfilled orders were 
given out, it becomes necessary to mul- 
tiply the production for March by 2.64, 
of June by 2.54, of September by 2.50, 
and of December by 2.85 in order to ad- 
just the production to an equivalent 
‘evel with the average of unfilled or- 
ders, as reported for the corresponding 
months. The figures, 2.64, 2.54, etc., were 
determined in a similar manner as was 
the 2.064, being the result of the divi- 
sion of the monthly average of unfilled 
orders of each quarter by the average 
of pig iron production of the month 
corresponding to the month for which 
the unfilled orders of the quarter were 
published. 

It would, of course, be futile to at- 
tempt to form any non-seasonal ratio 
on the figures of two years. Conse- 
quently, the ten-year average was 
used. Owing to the inclusion of the 
intercompany orders in the unfilled 
‘tonnage reports throughout the ten vear 
period, figures for the actual pig iron 
production bear a smaller proportion to 
unfilled orders from 1902 to 1911 than 
they do in 1911 and 1912, when the inter- 
company orders were eliminated. 

Having reduced the non-seasonal fig- 

*In order to accomplish this. February production 
figures have been multiplied by 9.3% in order to allow 


for the 2.6 days by which it is shorter than the aver- 
age month. 


ures to a percentage basis, we must take 
this per cent. of 2.064 to reduce the non- 
seasonal ten-year figures to the basis of 
the last two years. 

The amount by which it was necessary 
to multiply the intervening months was 
determined by taking the difference be- 
tween the consecutive quarters and add- 
ing to or subtracting from the interven- 
ing months one-third this difference, de- 
pending on whether the trend was up- 
ward or downward. Thus we find that 
it becomes necessary to multiply the 
monthly pig iron production as follows, 
by the corresponding figures thus ob- 
tained : 


105.5 


January 
102.8 


February 
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Averaging the first column and divid- 


ing each item by the average, we 
obtain in the second column the seasonal 
percentages for each month. These per- 
centages of 2.064 give us the sums in 
the third column by which we multiply 
our figures of actual monthly production 
in order to make the final adjustment and 
allow for the seasonal changes in the 
ratio of demand to supply, so as to as- 
certain the underlying trend. 

This last operation is necessary in or- 
der that the adjustment may be made ac- 
curately, for the inclusion of the inter- 
company orders of unknown amount in 
the earlier figures raised the unfilled or- 
ders to a much greater proportion than 
later years, since the abolition of the in- 
tercompany orders, have proven justified. 

* ok 2k 

WE now possess two sets of figures, one 

representing demand and the other 
supply. Both fluctuate, but the unfilled 
orders, representing demand, fluctuate 
more violently and over a greater range 
than the production figures. The rela- 
tions between these figures are constant- 
ly changing one to another. One set 
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may be going up, the other down, or 
both may be going in the same direction, 
but one faster than the other. Only a 
mental gymnast could follow their inter- 
related changes. This is why it is neces- 
sary to divide the figures representing de- 
mand by the figures representing supply. 
The values of the changing relationships 
between them then become clear. 

In this manner we have obtained the 
ratio of demand to supply. It is here 
represented in the accompanying chart, 
the solid line “Ratio of Demand to Sup- 
ply” being the non-seasonal ratio, and 
the dots on either side being the actual 
ratio. Both show pretty much the same 
tendencies, the actual showing the mo- 
mentary condition to a greater degree 
than the other, which reveals the under- 
lying position. The graphic also shows 
the unfilled orders, the production of pig 
iron (multiplied by 2.064), the price of 
iron (Southern No. 2 Foundry, at Cin- 
cinnati), and high and low of United 
States Steel common monthly. 

As would naturally be expected, the 
price of the stock anticipates changes in 
the movements in the line showing the 
ratio of demand to supply, but the re- 
sult which interested me as a statistician 
was the fact that the changes in this ratio 
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not only preceded the changes in trend 
of the price of iron, both m 1910 and 
1912, but also turned definitely before 
either production or unfilled orders in 
both 1910 and 1912. . 

In fact, production did not turn down- 
ward until February of this year and 
then only if analyzed non-seasonally. 
Even then, one month is hardly a safe 
indication to go by. The ratio of net to 
gross, however, made little progress up- 
ward in October over September and 
since then has been declining. 

It is interesting to note that Steel com- 
mon touched its highest in October, a 
high point in the ratio. In fact, since De- 
cember, 1910, the turning points in the 
movements of the stock have coincided 
with the turns in the course of this line. 

Prior to this time, owing to the inter- 
company unfilled orders, and to the fact 
that they were issued quarterly, compari- 
son is possible only in the broadest sort 
of way. 

In a word, the ratio of unfilled orders 
to total iron production as here worked 
out gives us a surprisingly close index to 
the movement of the stock—far closer 
and much more prompt than either the 
unfilled orders or iron production taken 
separately. 








Don’ts for Mining Investors 








IRST—Don’t invest solely because a 
friend or relative became rich through a 
fortunate mining investment. 
Second—Don't, however, be deterred because 
a less fortunate friend became bankrupt. 
Third—Don’t allow an insinuating—not to 
employ the shorter and uglier term—promoter 
or broker to convince you against your natural 
modesty that you yourself are competent to 
determine the value of a mine. “Shoemaker, 
stick to your last.” — ; 
Fourth—Don’t be influenced by “rich speci- 
mens” under any conditions. “You might as 
well see the hair from the tail of a horse and 
tell how fast that horse can trot.” 


Fifth—Don’t buy because the mine has pro- 
duced millions, for the mine is so much the 
poorer. 


Sixth—Don’t “distance 


purchase because 
lends enchantment.” Hesitate then. 

Seventh—Don’t buy because the mine is 
near a good one. Interesting, but not con- 
clusive. 

Eighth—Don't buy without the unqualifiedly 
favorable report of an engineer of intergrity, 
ability, experience and success. 

Ninth—Don’t buy unless the board of di- 
rectors is honest and capable. 

Tenth—Don’t abandon all your common 
sense just because it’s a mine and not some 
other industrial—John Hays Hammond. 














Investing for Profit 
A Review of General 


Principles and Practical Methods 
By G. C. SELDEN 
Author of “Psychology of the Stock Market,” etc. 








X—How to Interpret the Action of the Market 


OW much attention, if any, should 
the investor for profit pay to the 
stock market from day to day or 

from week to week? Has he anything to 
gain from watching current fluctuations 
and volumes, or studying the general be- 
havior of the market? 

We may answer at once that he should 
pay relatively little attention to these 
things. Earnings and values, growth of 
population and of business, dividends 
and money rates, political conditions and 
the accumulation of capital in the banks, 
are of far more importance and sig- 
nificance to the investor than any indica- 
tions he can draw from the temporary 
and often erratic fluctuations of prices. 

Yet this question of the action of the 
market should not be entirely ignored. 
It is a well-known fact that some pro- 
fessional speculators are able, by care- 
fully watching the technical indications 
derived from a study of volumes and 
prices, to make more money during the 
year than they lose. 

This is very far from being the ideal 
of the investor for profit. He wishes to 
keep himself always in a safe position 
and his first concern is a satisfactory in- 
terest return on his money. But the 
above fact does show that the action of 
the market is a subject worthy of some 
slight attention in connection with, but 
strictly subordinate to, other more im- 
portant matters. 

What are the elements with which the 
student has to work, in endeavoring to 
interpret the action of the market? This 
is a point on which even those who are 
constantly in touch with the technical sit- 
uation are apt to have only a hazy and in- 
definite notion. 

Reduced to its lowest terms, the ac- 
tion of the market includes only three 
basic factors: 

‘(1)_ ‘Price. 

(2) Time. 


(3) Volume; that is, the number of 
shares bought and sold at a certain price 
or during a certain time. 

Each of these three factors may be re- 
corded or used in different ways, and the 
three, or any two of them, may be com- 
bined according to different plans. 

Without going into the numerous ways 
in which these factors are recorded and 
studied by speculators, a few practical 
observations may be offered which will 
be of use to the investor. 

First, no important conclusions can be 
obtained from any one of the three fac- 
tors, taken alone. It is the varying re- 
lations between two or three of them 
that serve to give the market a sort of 
character of its own. 

Second, the element of time must al- 
ways be included. Thousands of stu- 
dents have wasted a great deal of more 
or less valuable brain-power in trying to 
draw conclusions from a combination of 
prices and volumes, without reckoning 
in the lapse of time. In my opinion, it 
can’t be done. 

Third, a study of time and volume 
without prices would be meaningless, as 
the investor cannot buy or sell except at 
some price. 

These principles simplify matters some- 
what. There are, in fact, only two com- 
binations left: (1) Price and Time; and 
(2) Price, Time and Volume. 

In many markets volumes are not re- 
corded. They are not obtainable in any 
of the English markets, either for stocks 
or for commodities. so far as I am aware. 
They have never been recorded on the 
Chicago Board of Trade. They were 
formerly sent out on the cotton tickers, 
but the practice was discontinued some 
years ago, as the market got so big that 
it was very difficult to keep track of 
them. 

Even in the New York Stock Market 
there is a good deal of inaccuracy about 
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the recording of volumes, and the totals 
as figured up by the ticker companies and 
newspapers can be accepted as approx- 
imate only; but the errors (aside from 
occasional clerical or typographical mis- 
takes) are not great enough to interfere 
seriously with any conclusions to be 
drawn. 

Almost all investors glance over the 
stock list in their morning papers to ob- 
serve the general movement of the mar- 
ket, and notice the total of transactions 
for the day; but if they depend only on 
their memories for past prices and past 
volumes, and for the time that has 
elapsed since those prices and volumes 
were recorded, they fail to get any ade- 
quate idea of the action of the market. 
It is desirable, and, in fact, almost nec- 
essary, to keep some brief record from 
day to day, or at least from week to week. 

The most practical way to do this is to 
make a simple “graphic” of the average 
of the prices of a considerable number 
of prominent stocks, usually twenty or 
more. The investor records each day 


the average of the high prices of all the 
stocks selected, the average of the low 
prices, and the average of the closing 


prices. Several daily papers compute 
and publish such averages daily, to save 
work for their readers. One of the best 
is found in the New York Times, which 
averages twenty-five railway stocks, also 
twenty-five industrials, and then com- 
bines the two into an average of fifty 
stocks. 

The best way to keep this record is to 
use paper ruled into small squares, plac- 
ing the scale of prices at the left and the 
dates day by day at the top. Then a 
short line is drawn under each date, ex- 
tending from the point on the scale rep- 
resenting the average high price to the 
point for the average low, with a tick on 
the right side of the line showing the 
average closing price. 

Since only two factors can be recorded 
on a graphic by a single line, it is neces- 
sary to add another line along the bot- 
tom of the chart to represent the volumes. 
For this purpose it is best to use the total 
sales for all stocks, whether included in 
the averages or not, as what you want is 
a general picture of the whole market, 
as nearly as it can be obtained. A scale 
of one hundred thousand shares to the 


space, at the lower lefthand corner of 
your chart, enables you to carry a con- 
tinuous line across the paper showing 
the variations in the total transactions 
from day to day. 

Individual stocks can, of course, be 
handled in the same way if desired, but 
the investor will not usually care to 
bother with these, as he will select his 
stocks on the basis of earning power, in- 
terest return, etc. What he wants to get 
from his graphic is a general view of the 
entire market. 

When he has this graphic, what can he 
get from it? 

He is chiefly interested in the highest 
prices and the lowest prices over a period 
of a year or two, as he has no intention 
of trying to catch intermediate speculative 
fluctuations. Are there any distinguish- 
ing features of the market at these grand 
turning points? 

Common sense tells us that the lowest 
prices are likely to be made when the 
most people are trying to sell, and the 
highest prices when the greatest number 
are anxious to buy. We shall expect, 
then, that the volume of sales will be 
relatively large at the top and the bottom, 
and this conclusion is borne out by his- 
tory. 

A heavy trade in stocks is pretty sure 
to be accompanied by relatively wide 
fluctuations in prices—the whole market 
gets bigger, in every way. So we find 
that at these turning points the range of 
prices for the day, as shown by the length 
of our lines on the graphic connecting 
the average high with the average low, 
will be relatively wide. 

After a period of heavy selling pres- 
sure, buyers are not likely to rush in the 
moment the selling ceases. They fear 
a renewal of the liquidation, and.will only 
begin to buy gradually, as the market 
becomes quieter and more settled. Con- 
sequently a period of activity—that is, 
big volumes and wide daily ranges—at 
low prices, is usually followed by a time 
of dullness without any very great change 
in the general level. 

The same principle, of course, applies 
after great activity at high prices; but 
the period of activity may be longer and 
the period of dullness shorter than at 
the bottom, because speculation is nat- 
urally broader at high prices and the 
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public participation in the market more 
general. 

The mistake must not be made of sup- 
posing that the action of the market alone 
will indicate the top and the bottom. It 
will not. Conditions will determine those 
points, and the investor will often be mis- 
led if he tries to depend solely on the 
principles mentioned above. 

To illustrate, the market may decline 
sharply to a low level, with big volumes 
and wide ranges, and then turn dull. 
But this does not tell us whether prices 
will not later fall to a still lower level, 
with still heavier volumes and still wider 
fluctuations. Something of this kind 
happened in 1907. After the “Silent 
Panic” of March, the observer might 
have imagined that bottom had been 
struck, but the conditions which caused 
the decline had not been cured. (We may 
note especially that there was still a large 
deficit of deposits under loans in the 
New York banks.) A still greater smash, 
in October, 1907, was necessary to lay 
the foundation of a new bull market. 

These periods of extreme prices and 
big markets come only occasionally. In 
the mean time, can the investor draw any 
conclusions as to the “trend” of prices? 
He must be very cautious in endeavoring 
to do so. This is a difficult art, and few 
have the time or the special talent to mas- 
ter it. 

Probably the best indication of the 
trend of the market that is easily availa- 
ble to everybody, is found in the com- 
parison of the total volume of trade on 
days when the market moves sharply 
upward, with the volume on declines. In 
a bull market, buyers come in on the ad- 
vances. In a bear market, they refuse 
to do so. In a bear market, holders are 
urgent to sell on declining prices. In a 
bull market, they hold on stubbornly. 

The result is that, in a bull market, the 
volume of trade is likely to increase on 
the advances, while in a bear market it 
will probably become heavier on declines. 
But this principle can only be interpreted 
and applied to the market by long study 
and careful observation. The novice finds 
many stumbling blocks. 

One of them is that he is almost sure 
to lay too great weight on small move- 
ments, caused only by professional op- 
erations. Professional traders make 


prices temporarily, but they have very lit- 
tle influence on the general trend of prices 
over a considerable period. They are 
merely trying to follow this trend, not to 
make it. The attitude of investors cre- 
ates the trend, and no useful indications 
as to its direction can be gained from 
fluctuations caused only by professional 
speculators. 

Another point is this: Increased pub- 
lic buying, causing a larger volume at 
higher prices, is a characteristic of a bull 
market; but if this is followed by de- 
creased volumes on a reaction, nothing 
is shown except the cessation of buying 
—there is no guaranty that it will be re- 
newed, though perhaps there is usually 
some probability that it may be. And a 
similar principle applies, of course, to a 
bear market. 

One other observed fact in regard to 
broad market movements may be men- 
tioned, as possibly of some service under 
certain conditions. After a prolonged 
period of dullness the investor may often 
be in doubt as to the next probable move. 
The market may be in a state of balance, 
and merely waiting a new impulse, which 
may be in either direction. 

In such cases, the first sharp move on 
increased transactions is likely to be con- 
tinued for some distance. The reason of 
this is that speculators, tired of inaction, 
will follow the new lead until they see 
some signs of its becoming exhausted. 

This little point is sometimes useful 
to the investor. For example, he might 
consider prices relatively high and might 
be hesitating whether to take his profits 
or wait for a further advance. Under 
such circumstances, if a stationary mar- 
ket suddenly turned weak on larger vol- 
ume of trade, he would perhaps accept 
this as a warning that the time had come 
to turn his stocks into money. 

The investor will be positively injured 
by any study of the action of the mar- 
ket if he allows himself to be diverted 
from his original purpose and led astray 
into the byways of speculation. Active 
trading in stocks is a vocation, and a 
very exacting one; but investing for 
profit may safely be followed as an 


‘avocation, with only a moderate amount 


of attention. 
Trying to mix active trading with in- 
vesting 1s as bad as mixing drinks. 














Effect of New Financing on Dividends 








St. Paul 


T. PAUL’S new $30,000,000 412% 
bonds will require $1,350,000 to 
meet their interest charges. How 

will this extra amount of charges work 
on the income account and how does this 
affect the amount available for dividends? 


The offering of the bonds did not ma- 
terially affect the action of the stock. 
The management has taken good advan- 
tage of the enviable record the road has 
made thus far in the current fiscal year. 
In the eight months ended February 28 
the system (including Puget Sound Di- 
vision) increased its gross earnings over 
$11,000,000 as compared with last year. 
For the year ended June 30 last the earn- 
ings on the common strock were equal 
to 1.56%. For the seven months ended 
January 31 the system earned approxi- 
mately 7.1% on the common stock, or 
more than 2% over the present rate. 

On the first of the year the Puget 
Sound Division and the old St. Paul were 
merged and the income accounts of these 
two lines are now one. Through this 
process the St. Paul’s outstanding bonded 
debt as a system drops from $32,300 per 
mile to about $28,700, even with all the 
new $14,000,000 debentures outstanding 
since early in the year. Since the first 
of the year the company has raised some 
$42,000,000. 

Its new financing will add about $1,- 
980,000 to annual interest charges, which 
is equal to more than 1% on the common 
stock, but of course the full effect of this 
will not be felt until the next fiscal year. 
But with the large predictions that the 
road may show as high as 10% on the 
common stock when the figures up to 
June 30 shall have been compiled it will 
be seen that a very substantial margin 
will still remain. 

The final surplus will be determined 
by the amount of money spent on the 
road this spring. How much that will 
be the management has not stated. 
Whatever it is, however, it will be 
strengthening the equities back of the 
stock. 


At the present rate of earnings the 


- added interest charge will not be a heavy 


burden, but of course this factor must be 
given some consideration in reckoning 
St. Paul’s ability to restore the old 7% 
rate of dividend on the common stock, 
which it is predicted will come about if 
the year shows as well as prophesied. 
For a 5% stock the current prices return 
a very low yield. 


Chesapeake & Ohio 


ECENT market movements in Ches- 
apeake & Ohio stock, which stood 
only a few weeks ago at 74, and 

then went down to 68, immediately start- 
ed up the talk of a dividend cut. The 
road is now paying 5%. As an answer 
to this rumor the Chairman of the Board 
said that the question of dividend re- 
duction had not been considered and 
would not unless the flood damages were 
more serious than anticipated. 

Up to the end of February the com- 
pany’s surplus for dividends was about 
the same as last year. It is expected 
that the remaining three months of the 
year will produce earnings up to last 
year and will enable the company to show 
fully as much as it did up to June 30, 
1912, when it earned 6.81% on the stock. 
Taking the latest figures available at the 
time of this writing, which were for 
eight months ended February 28 last, net 
earnings before taxes were just a little 
under the figures for 1912, having de- 
creased about $56,943. They were $7,- 
554,227. The company increased its 
gross earnings about 6% in the same 
period, but also increased its expenses. 

So from the assurance of the manage- 
ment and the increased figures it would 
seem that the dividend will be earned this 
year. While the net earnings have stead- 
ily increased from year to year, from $8,- 
628,000 in 1908 to $12,448,000 in 1912, 
there has not been a proportionate in- 
crease in surplus available for dividends, 
due to charges and various other deduc- 
tions. The surplus has been rather ir- 
regular. 

Two questions may have been in the 
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minds of sellers of C. & O. stock recent- 
ly ; one whether the surplus for dividends 
is not too irregular for a long-time pull 
and whether the new financing which the 
management said earlier in the year 
might be made after June will not affect 
the dividend question. Is the dividend 
too heavy for the road to carry comfort- 
ably, is the question that is being asked, 
and will the increase in fixed charges 
through the new bonds make a cut im- 
perative? The C. & O. through practical 
ownership of the Hocking Valley and 
half interest in Kanawha & Michigan, 
both of which are earning substantial 
surpluses, has some valuable equities 
which probably could be used to help out 
if the occasion demanded it. 


Pennsylvania 


NNOUNCEMENT of the new 
$45,000,000 issue of stock of the 
Pennsylvania Railroad caused 

an immediate decline in the price of that 
stock to the lowest level touched since 
1908. This was more of a stock market 
reception to the news than a logical re- 
sult of the issuance of this amount of 
stock. One unacquainted with the fig- 
ures that the road shows might have sus- 
pected that the action of the stock showed 
the fears of some people that the addi- 
tional stock added an element of uncer- 
tainty as to dividends. 

The issuance of the new $45,000,000 
means nothing more than another slice 
out of the available surplus that the road 
earns after dividends. For the twelve 
months ended December 31 last the com- 


pany earned a surplus of some $10,000,- 
000 over dividends. The new stock re- 
quires $2,700,000 dividends at the rate 
of 6%. 

The Pennsylvania for a long time was 
committed to the policy of spending a 
dollar for improvements for every dollar 
put out in dividends. Last year, how- 
ever, $27,198,000 went for dividends 
against only $8,365,000 for improve- 
ments. So many years of this dollar- 
for-dollar policy brought the road up to 
a high state of efficiency. As the stock 
of the company increased it became evi- 
dent that to continue this policy would 
mean heavy drafts on earnings. The is- 
suance of the stock itself to effect im- 
provements acted as a factor to nullify 
this policy in a large degree. So that 
the outstanding stock has grown to a 
total of $499,264,000, including the pres- 
ent issue of $45,000,000. 

It is pointed out, however, that with 
the enormous increase in stock, which 
stood at $252,000,000 in 1903, there has 
come a corresponding increase in the 
business has gone on apace. The increase 
of the company has not increased mate- 
rially, but unchecked development of its 
business has gone on apace. The increase 
in freight and passenger earnings in ten 
years has been about 50%. 

The Pennsylvania will be well able to 
take care of its new stock in the matter 
of dividends, with plenty left over. The 
wisdom of the policy of the company in 
issuing stock as often as possible when 
new financing was needed instead of in- 
creasing fixed charges is obvious. 





Points for 


Investors 











REQUENTLY there is a_ statement 
made that no more bonds can be issued 
except for such and such purposes and 

under very carefully restricted provisions as 
to time and approval of management and 
stockholders, etc. The character of statement, 
of course, when made by a reliable house is 
all true and may state the facts in precise and 
clear form. What it does not state is quite 
as interesting as what it does announce. There 
is often the possibility of an issue of some 


different kind of interest bearing security 
being made which would share in the net 
earnings applicable to interest. The most 
prominent among the possibilities of this kind 
would be notes. <A big issue of notes could 
easily reduce the margin remaining after pay- 
ment of all interest charges. 
* * * 


AS a general proposition do not buy high- 
grade bonds when the money market is 
easy all around. When the money market 
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is in this condition, it generally means that 
this class of security is at a high level of 
prices and that the next period of tight money 
conditions, which may not be far off, will see 
many of these securities selling lower. The 
yield on this class of bonds is so low that 
any fall in principal means an extraordinarily 
low return. 


* > * 


Dont be satisfied to invest on the basis 

of a one-sentence answer to an inquiry 
published in a newspaper. Many of these 
answers are given rather off hand, so that 
it is best to reinforce any such reply by 
further investigation or study of some kind. 
The average inquiry editor of a newspaper 
has not the time and oftentimes not the facili- 
ties for making an extended and critical 
examination of the many securities that are 
brought to his attention by subscribers to his 
paper or others. 


* * ok 


ON’T let the wide fluctuations and oscilla- 
tions in the prices of the common stock 

of a corporation create any unusual degree of 
anxiety, for the reason that the price of the 
common stock is more directly and more 
easily influenced by the prosperity of the busi- 
ness than is the market position of the bonds, 
and therefore is likely to fluctuate widely. It 
should be remembered that an important factor 
that always exists is whether dividends are 


to be paid on the common stock, whether they 
are to be continued and whether the rate is 
likely to be increased. In widely fluctuating 
stocks these three factors are determinants. 


* * * 


FE NDEAVOR to develop judgment of the 

financial markets so as to know the time 
of buying and the type of security to buy. 
In the end this will be generally more satis- 
factory than relying absolutely on the advice 
of your investment dealer. An investment 
house of standing will keep you right as to 
quality of the securities bought, but it will 
generally seek to sell some of its own, pos- 
sibly some that have been on its shelves for 
a long time and which possibly are securities 
not adapted to your particular needs at the 
time. 

7 * * 


DON'T place too much emphasis and ex- 

pectation on the provision which is often 
made that certain bonds may be converted 
into stock at a certain price (usually a figure 
much above that prevailing). This often reads 
attractively in conjunction with the optimistic 
predictions of earnings available for dividends. 
It should not be regarded as an implied 
promise or prophecy that the stock will reach 
those high figures, early or late. The danger 
of looking at the matter in this light is that 
of hoping often for more than the situation 
warrants. 








Manipulation Now a Penal Offense 








manipulation of prices of securities, 

which recently became law by the signa- 

ture of Governor Sulzer, is reproduced 
here for convenient reference and record: 

An Act to amend the penal law, in relation 
to the manipulation of prices of securities and 
conspiring movements to deceive the public. 

The People of the State of New York, 
represented in Senate and Assembly, do enact 
as follows: 


Section 1. Article 86 of chapter 88 of the 
laws of 1909, entitled “An Act providing for 
the punishment of crime, constituting chapter 
40 of the consolidated laws,” is hereby amended 
by adding at the end of a new section, to be 
section 953 thereof, to read as follows: 

§ 953. Manipulation of prices of securities. 
Any person who inflates, depresses, or causes 
fluctuations in, or attempts to inflate, depress 
or cause fluctuations in, or combines or con- 
spires with any other person or persons to 
inflate, depress or cause fluctuations in, the 
market prices of the stocks, bonds or other 


TT": text of the Levy bill relating to 


evidences of debt of a corporation, company or 
association, or of an issue or any part of an 
issue of the stock, bonds or evidences of debt 
of a corporation, company or association, by 
means of pretended purchases and sales there- 
of, or by any other fictitious transactions or 
devices, for or on account of such person or 
of any other person, or for or on account of 
the persons so combining or conspiring, where- 
by either in whole or in part a simultaneous 
change of ownership of or interest in such 
stocks, bonds or evidences of debt, or of such 
issue or part of an issue thereof, is not ef- 
fected, is guilty of a felony, punishable by a 
fine of not more than $5,000, or by imprison- 
ment for not more than two years, or by both. 

A pretended purchase or sale of any such 
stocks, bonds or other evidences of debt where- 
by, in whole or in part, no simultaneous change 
of ownership or interest therein is effected, 
shall be prima facie evidence of the violation 
of this section by the person or persons taking 
part in the transaction of such pretended pur- 
chase or sale. 

§ 2. This act shall take effect immediately. 
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Monthly Net Earnings 











HIS table gives the returns of the principal railroads down to latest dates available, 
and should be studied in connection with the “Bargain Indicator,” which shows 
o— - me and the “Investment Digest,” where other details of earnings will often 
ound. 


tock outstanding 

(in millions). 
Current Change from Fiscal yr. Change from 
month. last year. to date. last fise. yr. Pref. Com. 
Atch., Top. & S. Feb. $2,904,684 +$88,185 $26,879,522" +$3,311,074 114 174 
Atlantic Coast Linet...... Feb. 1,220,414 +232,965 6,516,985* + 204,018 ° 
Baltimore & Ohio . 1,602,404 +28,711 19,726,646* +1,991,131 
Boston & Maine \ 388,868 — 286,125 7,400,125* + 163,963 
Buff., Rochester & Pittsb.. . 237,864 —5,164 2,200,098* +136,231 
Canadian Pacifict \. 2,520,069 +136,202 31,313,595* +3,376,622 
Central of Georgia . —163,201 2,639,429* —291,105 
Central R. R. of N. J Feb. —1,533 9.919.053* +813,453 
Chesapeake & Ohio , —23,717 7,554,227* —56,943 
Chicago & Altont . def. J —201,963 1,719,307* —470,259 
Chic., Burl. & Quincy eb. 2,360,856 +183,772 25,210,608" +4,370,276 
Chic. Gt. Western » 267,291 +117,935 2,697,951* + 638,857 
Chic., Mil, & St. Paul§... . 1,196,761 —47,892 23,473,469" +8,621,499 
Chic. & Northwesternt....Feb. 1,797,205 + 527,636 17,814,715* +4,051,428 22 
Cleve., Cin., Chic. & St. L.Feb. 520,902 +77,383 990,347F + 306,484 10 
Colorado & Southern Feb. 286,360 +15,548 3,443,406* +38,853 Ist, 8; 2d, 8 
Delaware & Hudson Teb. 753,248 +121,027 1,577,9537 +388,696 None 
Del., Lack. & Western... .Feb. 1,102,011 +121,637 10,928,727* +1,390,749 None 
Denver & Rio Grandet....Feb. 479,565 +175,532 4,962,954* +1,084,564 49 
Eriet Feb. 970,895 + 137,191 10,992,464* +1,025,760 Ist, 46; 2d, 16 
Great Northern Feb. 1,389,719 —245,052 24,319,393* +3,162,332 209 
Hocking Valley ‘ 136,872 —67,713 1,904,390* —6,618 None 
Illinois Centralt b 987,285 + 408,835 7,851,473" -+3,026,703 None 
Kansas City Southern Feb. 274,294 +15,070 2,793,571* +707,266 
Lake Erie & Western Feb. 81,261 +1,475 163,451 +32,680 
Lake Shore & Mich. So...Feb. 1,351,924 +152,449 2,962,725* +717,927 
Lehigh Valley . 7 883,973 +-37,257 9,775,420" +1,357,045 
Long Islandt . def. 38,272 +2,846 def. 54,7907 +14,727 
Louisville & Nashville Feb. 1,142,204 —272,291 11,043,327* —805,621 
Michigan Central ; 567,186 +39,952 1,268,041¢ +156,734 
Minn. & St. Louist ‘ 200,006 +138,138 1,899,523* +983,347 
Minn., St. P. & S. S. Mariet Feb. 313,321 +84,836 6,006,525* + 1,630,389 
Mo., Kansas & Texas . 585,848 + 103,830 7,589,231* +2,315,054 
Missouri Pacific ‘eb. 1,320,000 —15,262 11,658,760* +3,218,806 
National Rys. of Mexico. .Feb. 1,739,605 +127,753 17,289,321* —1,632,019 Ist, 57; 2d, 240 
N. Y. Central Feb. 1,690,359 +615,191 3,852,950F +1,171,124 None 
N. Y., Chic. & St. Louis. . Feb. 188,961 +1,993 454,0117 +113,458 Ist, 5; 2d, 11 
N. Y, > Feb. 1,123,161 —416,258 15,496,964* + 364,884 None 
N. Y., Ont. & Westernt..Feb. 149,774 —7,102 1,925,102* +391,497 None 
Norfolk & Western Feb. 1,102,054 +145,993 10,736,702* +1,485,092 22 
Northern Pacific Feb. 1,374,934 —117,804  20,373,534* +2,855,185 None 
Pennsylvania R. R.t Feb. 2,315,492 —165,973 4,790, 5317 +573,220 None 
Pere arquettet Feb. 195,642 +331,169 2,280,247* r 12 
Pittsb., Cin., Chic. & St. L. o— 508,552 —117,810 1,196,7897 27 
Readin Com 7 Feb. 1,978,619 +185,752 19,241,748* : Ist, 28; 2d, 42 
Rock Island \. 983,158 —139,300 13,051,131* + 1,468,045 49 
Seaboard Air Line? Feb. 26, +112,491 4,205,147* + 506,457 23 
St. Louis & San Fran. . , 3 +119,114 10,821,235* 265, Ist, 4; 2d, 15 
St. Louis Southwestern?.. 4 5 +36,550 2,842,748* 19 
Southern Pacifict ‘Feb. 364,633 —166,345  31,239,965* None 
Southern Railway *eb. 70, —69,909 14,213,010* 60 
Texas & Pacific Teb. 3 +-32,878 2,830,500* 
Tol., St. L. & Westernt... ‘ 835,539* 


Union Pacifict F 25,672,899* 
Wabash ... Feb. 2 5,210,375* 


Western Marylandt Feb. —68,798 1,180,958* A 10 
Wheeling & ke Erie.... ‘ 1,803,438* Ist, 4; 2d, 11 
Wisconsin Central Jan. 249, 896 +106, 914 2,291,588* +611, *632 11 


*Fiscal year ends June 30. {Fiscal year ends Dec. 31. {Net earnings are after deducting taxes. 
§Includ. Chic., Mil. & Pu. Sd. 
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HE sources of items are indicated as follows: *Leading financial and investment 
publications. {Banking and S:ock Exchange houses. §From official sources. 
Neither “The Magazine of Wall Street” nor the authorities quoted, guarantee the in- 
formation, but it is from sources considered trustworthy. We endeavor to present ina 


few words the essential facts in regard to each company. 


For additional earnings, see 


also “Bargain Indicator” and “Monthly Net Earnings.” 


Allis - Chalmers.—* REORGANIZATION. 
—Committee has called for balance of assess- 
ments—on pref. $4 April 25, and $4 May 15; 
on com. $2 April 25, and $2 May 15. Expected 
new Co. will acquire all properties and start 
full plant by May 15. All have now been 
acquired except scattered properties in Cal. 
and Pa. 

New board has more Milwaukee men than 
old Co. and executive committee is made up 
entirely of Milwaukee citizens, giving closer 
supervision. New Co. starts with no funded 
debt, $16,500,000 7% pref. stock and $26,000,000 
com. 

American Agricultural Chemical.—* POSI- 
TION OF PREFERRED—Low price of 
pref. is partly because there is still undis- 
tributed a considerable portion of $6,000,000 
additional pref. stock issued early in 1912. 
Stockholders took 60% of this and under- 
writers got the balance. While 6% div. is un- 
questionably safe, a good yr. in 1913 will be 
needed to restore some of the halo formerly 
surrounding the stability of fertilizer earn- 
ings. 

American Beet Sugar—*EFFECT OF 
TARIFF.—Director says, “Co. will not go out 
of existence even if proposed tariff reductions 
are put into effect. Law of demand and supply 
will continue to govern prices and people will 
continue to consume sugar. Figures for yr. 
ended March will be better than generally 
supposed. Jobbers and retailers are practically 
bare of stocks. When canning period arrives 
we expect to make a - on our carried- 
over stock.” 

American Brake Shoe .—§TARIFF.—Of- 
ficial says, “Reductions on raw materials will 
work to our advantage, and reduction on brake 
shoes, castings, etc., would not produce any 
competition from foreign makers, as freight 
charges would be prohibited.” 

American Can.—*EFFECT OF TARIFF. 
—If present bill goes through this Co., using 
over 5,000,000 boxes tin plate yrly., will be 
benefited perhaps more than any other Co. in 
the world. Earnings since Jan. 1 permit 
directors to plan payments of 81%4% back divs. 
on pref. partly in June and the rest in Sept. 
If this is done, com. may be placed on div. 
basis Jan. 1, 1914. This plan is, of course, 
subject to change. For 1912 Co. produced 

000,000 common cans. In the last 10 yrs. 
production of all cans for use in U. S. has 
increased 200%. 


American Car & Foundry—SORDERS.— 
Director Says, “Co. has satisfactory volume of 
orders on books to last 5 mos. We are operat- 
ing as full as possible in view of slow deliveries 
of steel. Since 1908 rys. have purchased only 
96,000 more cars than the number required 
to take the place of those going to the scrap 
heap, an increase of only about 1% yrly.” 
Car buying has quieted down in the last 3 
weeks, and there are but few large inquiries 
in the market. 


American Cities —*A NNUAL REPORT. 
—Net profits yr. ended Feb. 28, $1,785,000, in- 
crease of $174,000, equaling 3.4% on com. 
against 2.3% previous yr. Co. has purchased 
through Memphis St. Ry., the Lakeview Trac- 
tion Co. of Memphis, which has been in hands 
of receivers, with cap. stock of $930,000, and 
funded debt of $367,000. Price paid was 
$160,000. 


American Coal Products.—*INCOME.— 
Net sales for 1912, $19,751,000, increase of 
$2,106,000. Total income $3,574,000 or $208,000 
less than preceding yr.; net income $24,000 
me. Surplus for com. stock 10.5%; divs. 
%. 


American Cotton Oil—*DIVIDEND 
RESUMPTION.—Although earnings would 
permit, some directors are opposed to disburse- 
ments on com. stock, as funds are required 
for improvements, and average earnings last 
2 yrs. do not equal normal for past 10 yrs. 
Present plans call for large outlays from earn- 
ings and directors desire to “put the company 
where moths and rust cannot get at it.” 


American Ice.—*EARNINGS.—Ice crop 
has been far below normal but Co. is well 
fixed, with 500,000 tons stored in Maine, 125,000 
tons harvested in the Hudson this winter and 
125,000 tons left over from last yr. Co. has 
bought about 300,000 tons in the open market, 
giving it total of over 1,000,000 tons natural 
ice. About 60% of sales are artificial ice, so 
that Co. should get through next summer 
without trouble. Quarter ending Jan., net in- 
creased $125,000 and for current quarter in- 
crease is estimated $150,000. With these good 
earnings there is talk of resumption of divs 
on pref. Expected Co. will secure higher 
prices next summer. 

American Light & Traction.—*I N - 
CREASED STOCK.—Increase from $15,000,- 
000 to $40,000,000 in com. stock is to enable 
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Co. to finance purchases of new properties and 
for future corporate purposes. At present Co. 
does not contemplate any such purchase nor 
issue of stock except for usual com. stock 
divs. Yr. ended Feb. 28, gross increased 4.7% 
over preceding yr., net increased 4.7%. Co.’s 
business shows larger volume but lower rates 
for gas and electricity caused reduction in 
earnings. 


American Linseed—*SPRING BUSI- 
NESS.—First 6 mos. of fiscal yr. has been 
profitable and, with good spring trade in 
prospect, full current yr. should be much bet- 
ter than last. Co.’s plant in San Francisco, 
destroyed by fire last October, is again in 
operation. Loss was covered by insurance but 
5 mos. consumed in rebuilding caused reduced 
profits. 


American Locomotive—*A PROSPER- 
OUS YEAR.—Yr. ending June next, estimated 
total output of locomotives will reach $50,000,- 
000 against $30,449,000 preceding yr. Estimated 
net profits about twice the pref. divs. _ now 
has orders ahead at 90% capacity until Ju If 
1913 turns out well, it will make 2 good yrs. 
out of past 5. In last 4 yrs. capacity has 
increased about 25% 


American Malt.—§REDUCED PROFITS. 
—Business of Co. is larger than last yr. but 
owing to decline in barley and malt prices 
earnings are running smaller. Last fisc. yr. 
was the best in 4 yrs., showing 6.2% on Malt 
Corp. pref. against 5.6% in 1911. 


American Radiator.—*ANNUAL_ RE- 
PORT.—Yr. ended Jan. 31 net profits increased 
$384,000 over prev. yr. and balance for com. 
was 22% against 18% prev. yr. During yr. 
com. stockholders received cash divs. $651,900 
and stock divs. $615,000, leaving surplus of 
$219,000; working assets $6,611,000, working 
liabilities, $573,000. 


American Smelting & Refining. —}AN- 
NUAL REPORT.—Recent report is most 
satisfactory ever issued. Maintenance and de- 
preciation expenses were $5,460,000, which 
should be sufficient. Plants are carried at book 
values high enough to offset water in -cap. 
stock. Doubtless $83,000,000 is, however, a 
reasonable estimate, and on this basis mainte- 
nance and depreciation last yr. was 6.58%. 
Working cap. at end of yr. was $36,528,000 
against $33,446,000, a gain of $3,082,000 for the 
yr. Co. is therefore well supplied with cash 
and working cap. Earnings equal 11.5% on 
com. against 10.9% prev. yr., and a high 
record of 128%. Present earnings are more 
dependable than in 1906-7, because they are 
made in face of competition and by big volume 
of business rather than by high charges. 
Further increases of capacity to meet new 
business, decrease costs, and diversify products 
have been authorized. Metal stocks of Co. 
showed $3,168,037 increase for the yr. but 
no part of earnings is attributable to increased 
price of unsold metals. 

American Steel Foundries.—*CURRENT 
BUSINESS.—Quarter ended March 31 shows 
increase of 50% in gross business compared 


with prev. yr. Co. expected to open its Sharon 
plant a few weeks ago but floods prevented 
delivery of material. 


American Sugar.—*ANNUAL REPORT. 
—Total net income 1912, $7,488,000 against 
$14,083,000 in 1911. Surplus after all deduc- 
tions $378,000 against $1,173,000 in 1911. Yr. 
1911 had short crops and high prices for raw 
material. Following this shortage production 
increased so that raw sugar fell to a low 
figure. For this season, difference in earnings 
in 1912 and 1911 was due largely to difference 
in profits on stocks of merchandise on hand. 
Prices have now declined to a low and safe 
basis so that further shrinkage in values seems 
unlikely. 


American Telephone.—jANNUAL RE- 
PORT.—Yr. 1912 showed great gain in earn- 
ing power and financial strength. Increase 
over 1911 was much greater than gain in 
1911 over 1910. Both gross and net of parent 
Co. and sub-Cos. were best in history. Sur- 
plus after divs. of Bell Cos. was $13,221,000 
and American Co. owns at least 60% of stock 
of sub-Cos. Consequently actual earning power 
for Am. Tel. stock was about 11.9%. Com- 
plete appraisal of properties of all Cos. by en- 
gineers made cost of reproduction $797,000,000, 
exceeding book value by $61,000,000. Total 
cap. liabilities in hands of public Were only 
$687,590,000, leaving excess of actual property 
value of $110,000,000. Patents, licenses and 
contracts have a considerable additional value. 
In 1911 $58,840,000 was taken out of revenue 
for maintenance and reconstruction, of which 
$12,000,000 was unexpended; in 1912 appro- 
priation was $66.705,000, of which $15,000,000 
was not used. This policy strengthens finan- 
cial position of Co. and adds to intrinsic value 
of securities. Since 1900 total addition to 
plant and real estate has been $592,043,000, of 
which $75,626,000 was added last yr. Many 
improvements have cut down costs of opera- 
tion. With better facilities and increased use 
of telephones. cost to subscriber has steadily 
decreased. Dec., 1912, there were 50,297 share- 
holders of whom 31,935 held 25 shares or less 
—a wide distribution of capitalization. (See 
Western Electric.) 


American Tobacco. — *PROSPECTIVE 
MELON.—If present “plans go through next 
melon will be from 12% to 15% on $40,000,000 
com. stock. Last annual report included 
$2,631,000 charged to “Securities which the 
court has ordered Co. to dispose of before 
Jan., 1915.” This amount was not included 
in last special div. During last 8 mos. Co. has 
distributed 36% in special divs. Owing to 
increase in market price of securities total 
divs. to com. stockholders will probably he 
about $6,000,000 above valuation shown in 
Co.’s report. 

American Woolen.—*ANNUAL RE- 
PORT.—Net profits 1912 increased $497,000 
over 1911. Surplis was 2.09% on com. stock 
against 2.13% prev. yr.. when no allowance for 
depreciation was made. Depreciation 1912, 
$504,000. Co. has over $25,000,000 net quick 
assets, equal to $67 a share on $40,000,000 pref. 
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stock. This enables Co. to get favorable rates 
on its commercial paper. 


Ann Arbor.—S$EARNINGS. — Newman 
Erb says, “First 7 mos. of fisc. yr. shows in- 
crease in operating income of $42,000, and in 
net above taxes and all charges, increase of 
$82,000.” 

Assets Realization. —*ANNUAL_ RE- 
PORT.—Yr. 1912 showed best results in his- 
tory of Co. Net income was 13.9% on stock. 
Div. payments $724,000, after which surplus 
was $665,000, against divs. of $560,000 and sur- 
plus of $701,000 in 1911. Divs. now 8%. 


Associated Oil.—*DIVIDENDS' RE- 


SUMED.—Semi-annual div. of 14% declared, 
— April 15. This is first div. since March, 
1907. 


Atlantic Gulf & West Indies.—7I M - 
PROVING BUSINESS.—Although 1912 was 
relatively poor yr., Co. earned collateral trust 
bond interest about 1% times. During most 
of yr. severe competition and price cutting, 
with strike of firemen, cut down net profits, 
but worst competition is nearly over and 
strike was settled favorably. Since Oct., 
noticeable improvement is shown, and final 
net for 1912 was $75,000 more than 1911, al- 
though a few mos. before net was running 
some $300,000 behind. Considerable money 
has been spent in additions and improvements, 
including new terminal at Porto Rico. An ex- 
tensive terminal is to be constructed at 
Charleston, costing $1,000,000. Co. is replacing 
old boats with newest and best equipped type. 
At present 3 new vessels are nearing com- 
pletion. Co. is now getting some benefit from 
betterments and current yr. will doubtless see 
interest on collateral bonds earned several 
times over. 


Atchison, Topeka & Santa Fe—*CUR- 
RENT EARNINGS.—Gross for Feb. in- 
creased 5.2%, net increased 2.1%. Daily 
average earnings increased 10% gross, 6% net. 
For 8 mos. increase has been 11% gross and 
14% net. 


Baldwin Locomotive—jANNUAL RE- 
PORT.—Co: earned 11.5% on com. in 1912 
against 9.2% in 1911. The latter was dull yr. 
and in fact dullness continued well into 1912. 
Present divs. on com. only 2% yrly. 


Baltimore & Ohio.—jHOLDINGS OF 
U. P. AND P. R. R.—Fact that U. P. and 
Pa. R. R., as stockholders in B. & O., did not 
subscribe to their proportion of new con- 
vertible bonds is interesting. These 2 Cos. 
own $53,607,000 com. and $28,480,000 pref. out 
of total outstanding $151,950,000 com. and 
$58.865.000 pref. or 35% of com. and 48% of 
pref. Had they subscribed tb the convertibles, 
amount would have been $24,626,000 out of 
total of $63,000,000. Underwriting of these 
convertibles means that they will eventually, 
through conversion, add to B. & O. stock 
With conversion of entire amount, and if the 
two railroads shareholders were to dispose of 
their stock, B. & O. com. outstanding, now 


$98,000,000, would be about $210,000,000. U. P 


now has no special interest in retaining hold- 
ings of O., nor has Pa., stability in 
Trunk Line competition having long since 
been established. Earnings on B. & O. com. 
do not indicate any div. increase, but for yr. 
ending June next, they will probably exceed 
9%, largest in 5 yrs. This should encourage 
investment ownership of stock. 


Bethlehem Steel.—;PROSPECTS.—Last 
yr. pref. earned about 15.5% but charges for 
depreciation are deficient. Earnings are good 
and outlook promising. In 1908 pref. earned 
only 2.5%, but average yrly. surplus on pref. 
for 5 yrs. has been raised to 10.1% for the 
whole period, including 2 yrs. of depression 
and 1 yr. of moderate business.—*If Co. could 
spread equally over various departments the 
orders it has on hand, total would keep plants 
in continuous operation untif November. 
Aggregate orders now about double those at 
end of 1911 and 4 times 1908. Co. is building 
a 1,000-ft. pier at San Francisco. Panama 
Canal will render South American ore supply 
available but it will take 3 yrs. to develop 
the ore. This ore is free from phosphorus 
and can be used directly in open hearth 
process, with 60,000,000 tons in sight. 


Boston & Maine—fOPERATING FIG- 

URES.—From 1907 to 1912, capitalization in- 
creased 44.3%, against average increase of 23% 
for all roads in U. S. But from 1902 to 1910, 
growth in traffic was only 31.2%, against 62.1% 
for all roads. With about half of the average 
growth in business, B. & M. set out to pay 
divs. and interest upon almost double the aver- 
age increase in capitalization. Heavy outlays 
for larger locomotives have not saved the 
company a cent, train-miles per locomotive 
having decreased from 20,782 for 1907 to 17,827 
for 1911. Average locomotive for total U. S. in 
1911 drew a loaded train a distance of 987 
miles shorter than in 1907, but average B. & 
M. locomotive covéred 2,955 miles less. B. & 
M. outlay for equipment was 25% greater than 
other roads yet decrease in work accomplished 
by its locomotives was nearly three times as 
great as the average decrease. Possibly this 
may have been due in part to purchase of 
locomotives too heavy for the load to be 
hauled or for the bridges. Weight of locomo- 
tives averaged 71% of typical train-load, 
whereas other roads show only 40%. General 
disposition to attribute decrease in earnings 
to advance in wages is a mistake, as total 
wages per thousand service-miles were $4.14 
in 1907, against $4.01 in 1912. Rehabilitation 
of this road depends principally upon abandon- 
ment of the expansion policy which has worked 
so poorly and upon greater efficiency in opera- 
tion. If capitalization is increased only in 
proportion to traffic and operating expenses 
kept down as on other roads, B. & M. could pay 
5 or 6% and still put back into the property 
each yr. one or two million dollars. 

Brooklyn Rapid Transit—*DIVIDENDS 
—Stated that that present earnings justify 
placing stock on regular 6% basis. Many 
expect that next dividend will be 14% 
quarterly. 
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Brooklyn Union Gas.—§DIVIDENDS.— 
Director says 6% remaining to be made up to 
stockholders for non-div.-paying period when 
price of gas was reduced, will be paid by extra 
divs. of 1% as business of Co. warrants. 

Buffalo, Rochester & Pittsburgh.—*A N- 
NUAL REPORT. — Total net operating 
revenue for 1912 increased $51,000; net cor- 
porate income increased $100,000. Working 
assets and accrued income now $4,853,000; 
working and accrued liabilities, $1,409,000; 
profit and loss bal., $4,248,000. 

Butterick Co—*ANNUAL REPORT.— 
Surplus after divs. 1912 was $22,000 against 
$300,000 in 1911. Ridgway Co.’s profits were 
$22,000 against $91,000 previous yr., with no 
divs. compared with $50,000 a yr. ago. 

California Petroleum—*FIRST REPORT. 
—For 3 mths. ending Dec., bal. for com. 
stock, $310,000, equal to 2.09% on $14,823,000 
outstanding, or at a rate of over 8% yrly. 
By additional capital secured through forma- 
tion of Co. last Sep. much development work 
has been started and within 90 days new wells 
should add to production and revenue. Now 
120 wells producing, 7 under repairs and 14 
being drilled in proved territory. Big increase 
in consumption of lighter products such as 
gasoline, engine distillate, etc. Market for 
fuel oil promises still better after completion 
of Panama Canal. 

Canadian Pacific —}YIELD.—At present 
price yield on stock is still less than 5% while 
most American rails are yielding 6%. C. P. 
has advantage of rapid growth and frequent 
subscription rights. A future possibility is 
segregation of railroad and other assets. 
Government purchase of Co. by issue of bonds, 
occasionally rumored, is doubtless not to be 
considered now as the advantageous time has 
passed. (See Wisconsin Central.) 

Case Threshing Machine.—*1912 RE- 
SULTS.—Net income in 1912 gained 83% over 
1911 and 145% over 1910. Surplus for divs. 
1912 was about: 19% on pref., or 17% on com. 
after 7% on pref. Most of Co.’s products are 
sold on credit basis directly to farmers, notes 
running 6 mths. to 3 yrs., so that relatively 
small part of actual sales are shown by cash 
turnover. Receivables now held amount to 
more than yrs. total sales. Working cap. over 
$16,000,000. 

Chesapeake & Ohio.—+DIVIDENDS.— 
Chairman Trumbull says “Question of div. re- 
duction has not been considered by directors. 
Until recent flood we expected earnings of 7% 
on stock. Possibly flood damage might take 
Y% of 1% off this estimate.” Effect of Ohio 
District Court decision in suit upon C. & O. 
ownership of Kanawha & Michigan still un- 
certain. Prdbable that any decision will be 
appealed to Supreme Court. For 8 mths. 
ended Feb. expenses for maintenance of 
equipment increased 15% over preceding yr., 
maintenance of way 3%, transportation costs 
10%. This fisc. yr. Co. will pay for $1,000,000 


, equipment out of earnings. The recent in- 


crease in wages is responsible for half the 
rise in transportation expenses. 


Chicago & Great Western.—* EARNINGS. 
—For 8 mths. ended Feb. total operating 
revenues increased $830,000 over previous yr. 
At present price of 76 first mortgage 4’s yield 
51%4% and interest on them is well covered by 
earnings. In 7 mths. Co. earned over 2% on 


74 stock, which is 4% cumulative beginning 


Chicago, Milwaukee & St. Paul.—*SALE 
OF BONDS.—$30,000,000 414% bonds’ have 
been sold to syndicate and will be offered to 
public at 9914. Bonds mature 1989. For 8 
mths. ending Feb. Co. earned pref. divs. for 
period and 6.5% on com., or at annual rate of 
9.6% on com. 


Chicago & Northwestern.—* EARNINGS. 
—Co. has made a favorable showing in cur- 
rent fisc. yr., with gain in gross for 8 mths. of 
over $6,850,000; net $3,900,000; and about 
$3,500,000 in surplus over divs. Full yr’s. divs. 
have thus been earned in 8 mths. with small 
balance to spare. New all-steel “Overland 
Limited” train Chicago to San Francisco 
charges $10 extra fare and saves a full busi- 
ness day, providing all possible luxuries. 
Time has been cut to 64% hours. 


Chicago Railways.—* BACK DIVI- 
DENDS.—Reported Co. will pay back divs. 
on series 1 participation certificates, aggregat- 
ing $16 per share, besides regular semi-annual 
$4. Year ending Jan. 31, 1913, total earnings 
$18,076,000, incr. of $920,000 over prev. yr. 
Net income $2,569,000, of which Co.’s share 
(45%) was $1,156,000; incr. of $483,000. 


Cities Service Company.—*EARNINGS. 
—For 12 mths. ended Feb. earnings on stock 
of sub-Cos., $1,223,000; net earnings $1,218,- 
000; surplus after com. divs., $331,000. Under 
former arrangements Co. was earning 9.3% 
on $5,499,000 com. stock. Under new arrange- 
ment, 12.4% on $7,819,006 com., meantime out- 
standing pref. has risen from $10,195,000 to 
$12,695,000. 

Colorado Fuel & Iron.—*ORDERS.-- 
Steel rail mill booked ahead 6 mths. By close 
of 1913 Co. should be able to pay off remsin- 
der of accumulated pref. divs. 


Colorado & Southern.—*SURPLUS.— 
After fixed charges for 8 mths. ended Feb. 
was $1,551,000, gain of $65,000 over previous 
yr. 

Consolidation Coal—*A NNUAL RE- 
PORT.—Yr. 1912 was best in history of Co., 
actual earngs. for divs. being $2,503,000, or 
10% on stock, against 5.5% in 1911 and 9% in 
1910. Improvements, betterments, extensions 
and additions were only $329,000 against $1,- 
060,000 in 1911, but expenditures on Northern 
Coal Lands increased from $146,000 to $1,261,- 
000 and investments in allied and other Cos. 
increased from $2,888,000 to $3,728,000. 


Corn Products —*OVERPRODUCTION. 
—Co. is earning a little over 5% on pref. Any 
further reduction in selling prices of products 
would cause deficit from 5% div. President 
Bedford states there is more capacity than 
world can consume, which keeps prices down 




















Co’s. capi- 


very close to cost of production. 
div. of 


talization is excessive. Regular qtrly. 
114% on pref. was paid April 15. 


Deere & Co—SCURRENT BUSINESS. 
—President Butterworth says various factories 
are running at full capacity and business for 
present yr. will probably be largest in Co's. 
history. No further financing necessary this 
yr. Increase in sales in January was 29% 
over last yr., Feb., 40%. 


Delaware & Hudson.—*ANNUAL RE- 
PORT.—For 1912 Co. earned a little over 
1911. Net earnings of Ry. department de- 
creased $250,000 but coal department increased 
$469,000. Ratio of Ry. operating expenses to 
gross earnings was 62.5% against 58.5% in 
1911. This increase was partly due to shut- 
down of the mines during strike. 


Del., Lackawanna & Western Coal.— 
*EXTRA DIVIDEND.— Regular qgtrly. div. of 
2%4% and extra div. of 20% payable April 15 
to holders of record April 1 


Denver & Rio Grande—*IM PROVED 
CONDITIONS.—New financing of 1912, 
$10,000,000 7% adj. income bonds, was ex- 
pensive but was necessary for improvements, 
new equipment and Western Pac. maturing 
interest. Efficient operation, with aid of these 
improvements and equipment, has also justi- 
fied this financing and enough is being saved 
in cost of moving traffic to pay yr’s. interest on 
new bonds. Further improvements in operat- 
ing efficiency will permit heavier train-loads 
and lower costs. Co. is now earning full pro- 
portion of income bond interest and balance 
for pref. at yrly. rate of 3.6%. 

Detroit United. —* FRANCHISE 
TROUBLES.—Incr. in gross earnings is phe- 
nomenal but heavy charges to operating ex- 
penses because of inability to do financing cuts 
down surplus. Last yr. in spite of franchise 
difficulties divs. were advanced from 5% to 
6%. Michigan Supreme Court has decreed 
that Co. must cease operating on Fort St. 
within 10 days after notice by City Council, 
and must remove its property from the street 
within 90 days. Stoppage of cars on this 
street would practically stop through street 
Ry. traffic in the city. Mayor will present an 
ultimatum to Co., which is expected to bring 
franchise negotiations to a point. 

Diamond Match.—*ANNUAL REPORT. 
—Earnings for 1912 were 13.2% on stock 
against 12.6% preceding yr. No important 
changes are shown by the balance sheet. 

Distillers Securities. —*UNSETTLED 
MARKET.—Earnings show no improvement 
and resumption of divs. is not yet in sight. 
Webb-Kenyon bill, which prohibits shipment 
of liquors into prohibition states, will have 
little effect upon earnings, as purchases by in- 
dividuals for personal use are not forbidden in 
any dry district. 

Erie—*HEAVIER TRAFFIC.—About 
75 miles new double tracking is completed 
which, with $4,000,000 new equipment, 
makes it possible to report heaviest earnings 
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in history of Co. July 1 to Mar. 14, gain in 
gross was 9.2%. Largest addition is de- 
rived from merchandise, of which Erie gets 
an ever-increasing share. Expected that en- 
tire line will be double tracked New York 
to Chicago in time for the heavy fall busi- 
ness. 

Federal Light & Traction.—*A NNUAL 
REPORT.—For 1912 gross increased $226,- 
000; net $105,000; and $1,200,000 was spent 
for additions, extensions and betterments. Co. 
now controls public utilities in 12 cities in 7 
states. 

Federal Mining & Smelting —*EARN- 
INGS.—First 6 mths. of fisc. yr. earnings were 
at rate of 814% on pref. in spite of low aver- 
age prices. Sec. Sweeney says, “Only one of 
new properties worked as yet is proving profit- 
able, and engineers believe there is good 
chance of finding large ore bodies in other 
new grounds. All can be handled through 
present underground workings and in our 
present mills, avoiding expense for develop- 
ment.” 

General Electric—*BIG BUSINESS.— 
New orders are running at record-breaking 
rate of $121,000,000 a yr., against total of $101,- 
000,000, in 1912. An unusual number of large 
orders was received in Jan. and Feb. Ex- 
tensive enlargements of plant to handle in- 
creased business are contemplated. 


Goodrich (B. F.).—*NO DIVIDEND.— 
Pres. Work states that directors have decided 
to make no further payments on com. stock 
—_ a substantial surplus has been accumu- 
ated. 


Great Northern.—*CURRENT EARN- 
INGS.—For 7 mths. ended Jan. operating rev- 
enues increased $8,276,000 over last yr.; oper- 
ating expenses gained $4,869,000; operating 
income incr., $3,121,000. 


Great Northern Ore.—*DECREASED 
INCOME.—Co. loses divs. from 2 sub-cos., 
Allouez Dock and Duluth, Superior & West- 
ern Terminal, these divs. being retained here- 
after by Gt. Nor. Ry. Loss will be nearly 60% 
of total div. of Gt. Nor. Ore. 


Illinois Central—*LOW PRICE.—Stock 
has reached lowest ‘point since 1907. Safety 
of divs. depends on earnings this yr. For 8 
mths. of current yr. earnings average 6.8% 
yrly. on stock, which would probably permit 
maintenance of 7% div. 


Ingersoll-Rand. —*ANNUAL REPORT. 
—Earnings for 1912 were 26.9% on com. stock 
against 11.5% in 1911. Divs. of 5% cash and 
25% in stock declared payable April 30. 


Interborough-Metropolitan. — + P ROS - 
PECTS.—Estimated that Inter. Rapid Transit 
is earning over 16% on its stock, or nearly 
enough in excess of its 10% divs. (which pay 
fixed charges of Inter-Met. Co.) to provide 
5% divs. on Inter.-Met. pref. stock. However 
these earnings are not regarded as available 
for Inter.-Met. pref., because interest charges 
and sinking funds on new investments must 
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be provided, and there is no assurance that 
earnings of existing and new lines combined 
will be immediately sufficient to cover fixed 
charges and a larger div. on Rapid Transit 
than present 10% rate. Also Inter.-Met. has 
outstanding $67,825,000 414% bonds, issued to 
acquire Rap. Tran. stock, and will use any 
excess above the 10% div. to provide a sinking 
fund to retire these bonds.—*Public Service 
Com. approved mortgage of $300,000,000 of 
Inter. Rap. Tran., and immediate issue of 
$160,957,000, which at 9314 will yield $150,494,- 
000 toward construction and equipment of dual 
subway system. 


Intercontinental Rubber. —*MEXICAN 


SITUATION.—Co. has resumed operations at, 


Torreon, Mex., at about 50% capacity. Direc- 
tor who is on the ground telegraphs that out- 
look is much improved. 


International Agricultural. —* PROS- 
PECTS.—According to officials, large tonnage 
of fertilizer is booked for spring shipment and 
yr’s. output will be greatest in history. Prices 
are better than last yr. and good gain in net 
earnings is expected. Farmers are being edu- 
cated to use of fertilizers, calling for increased 
supplies. 


International Nickel—*YEAR’S EARN- 
INGS.—In yr. ended March 31, 1912, if capi- 
talization of Co. had been as at present, bal- 
ance for com. would have equaled 9.7%; in 
1911, 10.2%; 1910, 5.7%; 1909, 29%. For yr. 
ending March, 1913, balance for com. will 
probably be about 10% 


International Paper—fCANADIAN IM- 
PORTS.—In 1909 total imports of printing 
paper into U. S. were 49,822,000 Ibs.; last yr., 
176,783,000 Ibs. Wood pulp, 1909, 907,000 
cords; last yr., 933,000 cords. This shows in- 
crease of Canadian manufacturing of paper. 
Present price of news print is only 2% cts. per 
Ib., too low to be really profitable. —* According 
to Pres. Dodge, placing of news print on the 
free list will result in removal of all Inter. 
Paper plants to Canada. Co. already has op- 
tion on half interest in a large Canadian con- 
cern, and Canadian gov. offers many induce- 
ments to American paper companies. Other 
paper manufacturers are in the same position. 
With elimination of duty they will be driven to 
Canada or else out of business. I. P. Co’s. 
profits this yr. will not be affected, as contracts 
for almost its entire output slightly above pre- 
vailing prices are now in force. 


International Smelting.—*1912 EARN- 
INGS.—Co. earned 11% on its $10,000,000 
stock during 1912. Labor troubles in Utah 
last fall restricted operations for about 2 mths. 


International Steam Pump.—* PRICE 
CUTTING.—For 18 mths. Co. has contended 
with severe competition, higher labor costs 
and advancing prices for raw material. How- 
ever, management has kept plants and physical 
property in good condition. Directors omitted 
usual pref. div. of 144% gqtrly. 


Island Creek Coal—*ANNUAL RE- 


PORT.—Earnings on com. in 1912 3.5% 
against 2.3% in 1911, largely result of in- 
creased production. Depreciation charges were 
liberal. Coal prices on contracts already re- 
newed have risen nearly 10% on the average. 
Kansas City, Mexico & Orient.—*RE- 
ORGANIZATION DEVELOPMENTS.— 
Committee of English bondholders arrives this 
month. It is now reported that no special 
difficulty is being experienced in raising funds 
and that new issue of $15,000,000 prior lien 
5% bonds has been authorized to complete 
construction. Expected that $3,000,000 or $4,- 
000,000 will be subscribed in this country. 


Kansas City Southern.—*EARNINGS.— 
For 8 mths. ended Feb. operating revenue in- 
creased $913,000 over previous yr.; operating 
expenses increased $206,000; operating income 
increased $675,000. 


Lackawanna Steel—*A NNUAL RE- 
PORT.—Yr. 1912 as a whole showed improve- 
ment over 1911 but gain was confined to 4th 
qtr. The first 6 mths. were the worst since 
1908. For the yr., profit per ton of steel pro- 
duced was $1.02 compared with $9.01 for the 
U. S. Steel Corp. Yr’s. surplus equaled 29% 
on $34,728,000 capital stock. 


Lehigh Valley—*COAL LANDS.—Co. 
still owns all the stock of L. V. Coal Co., which 
owns and operates the mines. Coal is sold at 
mines to L. V. Coal Sales Co., which stores 
and markets it. Stock of this Co. was dis- 
tributed to stockholders of Ry. Co. in pur- 
suance of Supreme Court decision, but Attor- 
ney-General McReynolds holds that this ar- 
rangement is not a compliance in good faith 
with the law as interpreted by court! L. V 
Ry. had physical valuation prepared for use in 
investigation into anthracite rates, believed to 
be in the neighborhood of $300,000,000. This 
would make book value of stock over $290 per 
$100 of par value. Prospects are that present 
fisc.. yr. will show 15% or 16% earned on 
stock, exclusive of coal Co. earnings, which 
will probably be again retained in the coal 
Co.’s treasury for improvements. 


Loose Wiles Biscuit. —*CONDITION 
OF COMPANY.—Balance sheét as of Feb. 
11 shows total assets of $1,478,000 against 
$1,327,000 prev. yr. Material and stock in 
process $293,000, increase of $117,000 over 
prev. yr. Accounts payable $1,038,000, against 
$820,000; undivided profits $111,000, against 
$227,000; surplus $127,000, increase of $47,000. 


Mass. Electric.—*CURRENT BUSI- 
NESS.—For 9 mos. ended March gross rev- 
enue increased $232,000. Gain for full yr. 
should exceed $300,000, against an increase of 
$235,000 in 1912 and gain of $320,000 in 1911. 


Maxwell Motor.—*REORGANIZATION 
COMPLETED.—Syndicate has called on sub- 
scribers for payment of 30% March 31, making 
total of 80%, or about $4,576,000 that under- 
writers have had to pay. This ought to clean 
things up, as from 20% to 25% of old stock- 
holders are understood to have paid the $24 
assessment. 
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May Department Stores—*YEAR’S IN- 
COME ENDING JAN. 31.—Increased $869,- 
000 over prev. yr.; net profit incr. $735,000; 
balance after pref. div. incr. $646,000. Earned 
on com. stk. 11.6% against 7.3% prev. yr. 
Gain was largely due to acquisition of two 
new concerns during yr. 


Mexican Petroleum.—*ANNUAL RE- 
PORT.—Profits of combined Cos. for 1912, 
$2,845,000; pref. div. $959,000; bal. for com. 
$1,885,000 or 5.9%, after allowing $295,000 for 
depreciation. 


Mexican Telegraph—*ANNUAL_ RE- 
PORT.—Bal. for divs. in 1912 was $766,000, 
equal to 21.3% on $3,589,000 stock, against 
19.7% prev. yr. Gross earnings quarter ended 
March 31 were $248,000; surplus after divs. 
$134,000. 

Minneapolis & St. Louis —*EARNINGS. 
—For 8 mos. of fisc. yr. Co. earned surplus of 
$450,000, which compares with deficit last yr. 
During 8 mos. appropriations for maintenance 
of way, structures and equipment were $2,666,- 
000 over prev. yr. This inc. represents perma- 
nent improvements in grade reduction, ballast, 
heavier rails, etc. 


Missouri, Kansas & Texas.—* N E W 
LINE.—Co. has purchased half of the $24,000 
stock of Houston & Brazos Valley R. R. from 
Anchor, Tex., to Freeport, at mouth of Brazos 
River, where are important sulphur deposits 
covering 600 acres, located at tidewater. Con- 
siderable sulphur tonnage from mining opera- 
tions is expected. In 8 mos. M. K. & T. has 
earned about 3% on com. stk., but - is likely 
that in remainder of yr. more liberal main- 
tenance will absorb any further gain in 
earnings. 


Missouri Pac.—*EARNINGS.—For 7 
mos. ended Jan. total operating revenues were 
$17,363,000, incr. of $2,544,000 over prev. yr.; 
expenses $13,752,000, incr. of $488,000;. operat- 
ing income incr. $1,975,000. 


Montgomery Ward.—*FIRST DIVI- 
DEND.—Initial div. of $1.18 on pref. stk., cov- 
ering 2 mos. and 1 day at rate of 7% yrly. 
and dating from Jan. 31. 


National Biscuit—*GOOD BUSINESS.— 
First 3 mos. of 1913 gross sales were about 6% 
over 1912, or at a rate of $50,000,000 for full 
yr. Net profits are now running at a rate of 
about 11% in com. stk., after 7% on pref. It 
is considered doubtful if com. ever again re- 
ceives an extra distribution. It is more likely 
that the regular rate will be advanced to a 
higher basis. Co. has begun work on new fac- 
tory in Manhattan, directly opposite present 
one at 15th St., of most modern type and cost- 
ing over $2,000,000. This will be financed 
without sale of securities of any kind. 


National Lead.—*1912 RESULTS.—Co.’s 
tonnage last yr. was largest in history, but 
downward trend in price of flaxseed, depres- 
sion in linseed oil and decline in pig lead val- 
ues prevented increased profit. Co. now ‘ar- 
ries pig lead at about 4c. a Ib.,’and this yr. 
should show profits commensurate with ton- 


nage handled. Maintenance and repair charges 
last 2 yrs. have been at the rate of repli acing 
the plant once in 13 yrs. Sales of all Co.'s 
products first 24% mos. of current fisc. yr. 
were 1442% ahead of last yr. 

National Ry. of Mexico.—*EFFECT OF 
REVOLUTION.—Pres. Brown says: “Grossly 
exaggerated statements have appeared about 
our losses. Since Jan. 1 they have not ex- 
ceeded $100,000, including damage to build- 
ings, cars, locomotives and tracks. Losses in 
earnings have been chiefly due to necessity of 
using circuitous routes to keep traffic moving. 
July 1-Jan. 31 we earned at rate of 4% for 
lst pref., with a handsome surplus.” 


New York Air Brake—§BUSINESS.— 
Pres. Starbuck says: “Co. has never done so 
much business as now. Orders on hand ex- 
ceed last yr. and there is no sign of diminish- 
ing activity.” Co. has received orders from 
Harriman line for brakes for 10,500 cars. 


New York Central.— fEARNINGS.— 
Restoration of div. to 6% is not likely unless 
Lake Shore merger is consumated, Lake 
Shore’s earnings for divs. were 33.2% on cap. 
stk., while divs. paid were only 18%. As owner 
of 9/10 of Lake Shore stk., equity of N. Y.C. 
in undivided earnings was $6,800,000, equal 
to over 3% on N. Y. C. stock outstanding, and 
making earnings for yr. 1912 over 9%. Dec., 
1911, Co. asked consent of collateral bond- 
holders to merger with L. S. Assent of two- 
thirds of bonds is necessary. Result of re- 
quest not yet made public. Feature of Cen- 
tral’s operation for several yrs. is large addi- 
tions and improvements—$30,863,000 in 1912; 
$16,547,000 in 1911 ; $26,724,000 in 1910, or total 
of $74,135,000 in 3 yrs., which is about 50% 
more than Pa. R. R. additions during same 
period. 

New York Edison.—*LARGE SALES.— 
Co. is doing best business in its history, with 
inc. in sales over last yr. of over 20%. Net 
earnings were about 19% in 1912 and are ex- 
pected to be larger in 1913. (Owned by Con- 
solidated Gas.) 

New York, New Haven & Hartford.—? 
INCOME.—If Boston & Maine div. is passed 
it will mean a loss of $876,000 to New Haven, 
since latter owned 219,000 shares of B. & M. 
com. New Haven’s earning power is overtaxed 
by unprofitable investments. Proportion of 
net earnings (before taxes) to capitalization 
has fallen from 13.76% in 1903 to 8.96% last 
yr. These investments are in outside prop- 
erties and ——a cannot continue without 
eventually placing N Haven where B. & M. 
is now.—*New Semen has $40,000,000 one-yr. 
notes to meet next yr., and B. & M. has float- 
ing indebtedness of $22,000,000, of which $10,- 
000,000 is due this summer. But New Haven 
has $18,000,000 cash in treasury and over $100,- 
000,000 of available securities. New Haven 
has never mortgaged its main line. In ordi- 
nary times $100,000,000 bonds on such a road 
could be sold at better than 4% basis. Pres. 
Mellen has utmost faith in the property and 
practically his entire fortune is invested in the 
stock, most of it purchased above $200. To 
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date he has not sold a share. (See Boston & 
Maine. ) 


New York, Ontario & Western.—*POS- 
SIBLE DIVIDEND RESUMPTION.—For 7 
mos. ended Jan. surplus for divs. was 60% 
more than last yr., which leads to the opinion 
in some circles that divs. may be resumed. 


New York Railways.—*EARNINGS.— 
Showing average daily incr. over last yr. of 
$3,000 to $4,000. Generally expected that ad- 
justment income bonds will begin to receive 
full 5% interest October 1. 


Norfolk & Southern—*NEW LINE.— 
Co. has obtained charter to build from Beau- 
fort to Cape Lookout, to own and operate 
quarries, and to contract for construction of 
wharfs, sea-walls, and heavy stone work. 
Federal government will construct a_break- 
water at Cape Lookout costing $5,000,000 and 
Co. will probably secure this work. Comple- 
tion of this harbor would place Co. at the most 
eastern point on the coast south of Cape Hat- 
teras. Navigators are unanimously in favor 
of this location for a harbor of refuge. 


Norfolk & Western. —*LARGE CUR- 
RENT ASSETS.—At close of 1912, current 
assets were $21,335,000; current liabilities only 
$3,942,000. This is a clean bill of health and 
as surplus earnings are constantly spent for 
improvements, Co.’s new convertible 44% 
bonds were in good demand. Success of this 
issue created a favorable impression here and 
abroad. These bonds are convertible into 
stock at par. 


North American.—* ANNUAL REPORT. 
—Earnings on com. stock for 1912 7.15% 
against 6.23% in 1911, 6.22% in 1910, 5.73% in 
1909, and 4.87% in 1908. 


Northern Pacific—*WINTER EARN- 
INGS.—February was first mth. of current yr. 
to show decline in net earnings compared with 
prev. yr. This was due to increase in operat- 
ing expenses owing to unfavorable weather, 
especially on Western end of system. March 
gross earnings showed a substantial increase 
over prev. yr. and for 8 mths. net after taxes 
was $)481,909 over last yr. Liberal outlays 
for maintenance will continue through spring 
and early summer. 


Pacific Gas. & Electric—*ANNUAL RE- 
PORT.—In 1912 Co. gained 33,000 consumers 
or 12% over 1911, but reductions in rates pre- 
vented any increase in net earnings. Co. owns 
or operates in 30 counties in central California, 
with population of about 55% of entire state; 
supplies electricity to 209 towns with aggre- 
gate population of 1,082,000; gas to 50 towns, 
> ag 7 978,000; water to 25 towns, popu- 
ation 52,000; and operates street railway of 
Sacramento, 60,000 inhabitants. Total num- 
ber of consumers has increased about 65% in 
6 yrs. Surplus for divs.,. 1912, $2,641,000 

nst $2,287,000 in 1911, but total balance 


after charges was less at $2,744,000 in 1912 
against $3,136,000 in 1911. 


Pennsylvania —*NEW STOCK.—About 


$45,400,000 new stock out of issue authorized 
in 1911 has been offered stockholders, payable 
in 3 installments, 2 of 30% and 1 of 40%. 
Stockholders of record May 5 have right to 
subscriber. Warrants will be issued about May 
15 and must be returned May 31, accompanied 
by first installment, when assignable receipts 
will be issued. Full paid stock receipts for 
fractional shares will be issued, without div. 
or interest until converted into stock. On 
payment of 3rd installment last business day 
of Nov., check will be drawn for interest at 
6% on first installment from May 30 and on 
second instalment from Aug. 30. Electrifica- 
tion of main line from Philadelphia to Paoli 
will involve $4,000,000 and be completed in 
1914. Next step will be electrification of Bal- 
timore terminal and tunnel, then the Wash- 
ington terminal. Doubtless electrical opera- 
tion between Washington, Baltimore and 
Philadelphia will not be long delayed. 


Pennsylvania Steel—* PROBABLE DIV. 
REDUCTION.—Reported that pref. div. will 
be reduced from 7% to 5% in order to finance 
corporation needs to the extent of $3,000,000 
a yr. for 3 yrs. New equipment and improved 
methods of operation are contemplated. 


Pere Marquette.—*PROBABLE REOR- 
GANIZATION.—Holders of 5-yr. 6% notes 
are preparing for reorganization, as road de- 
faulted interest Sept., 1912. The necessary 6 
mths. have passed and noteholders have or- 
dered sale of $16,000,000 mortgage bonds held 
by Guaranty Trust Company as collateral. 


Pittsburgh Coal.—*1912 EARNINGS.— 
Surplus last yr. was equal to 7.5% on cumula- 
tive pref. stock, on which 38% div. have ac- 
crued. In 1911 Co. earned 5.1% on $23,176,000 
pref. stock, against $27,071,000 now outstand- 
ing. Surplus above 5% pref. div. was $671,- 
000, against $38,000 previous yr. Report that 
Co. would issue bonds to retire pref. stock and 
pay off back divs. is believed to have no foun- 

ation. 


Pittsburgh & Lake Erie.—*1912 RE- 
SULTS.—Gross increased over i911 $2,852,- 
000; expenses increased $1,199,000; net in- 
creased $1,654,000. After paying 10%, div., 
surplus was $4,324,000 or more than twice sur- 
plus of 1911. Extra div. of $6 a share was de- 
clared from profit and loss balance. 


Pond Creek Coal.—*EXPANSION.—Co. 
will increase output to 3,000,000 tons yrly., 
offering $2,000,000 6% convertibles to stock- 
holders at par. Co. now has 7 mines open. 
Plan is to proceed rapidly with underground 
work and begin at once on 3 additional mines. 
Another purpose of new financing is adequate 
working capital of at least $500,000. This will 
be practically a 200% increase in capacity. 
Directors have made construction estimates on 
a liberal basis. 


Pressed Steel Car.—*LARGE ORDER.— 
Grand Trunk has bought 4,600 cars from Co. 
Easnings are better than in 1912 but steel plate 
mills are overloaded so that Co. has difficulty 
in getting steel for current use. 
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Public Service of New Jersey.—*AN- 
NUAL REPORT. —For 1912 Co. earned 8.2% 
on stock against 7.2% in 1911. Growth of Co. 
is steady and satisfactory. 


Pullman. —*CURRENT BUSINESS. — 
New car orders are slower than a few weeks 
ago. Co. believes Rys. are holding back for 
lower steel prices as result of tariff legislation. 
Operations now about 75% of maximum ca- 
pacity, booking 6 mths. ahead in passenger 
and freight departments. 


Railway Steel Spring.—*DIVIDEND.— 
Declaration of 2% on com. was a surprise, in 
spite of excellent earnings and good outlook. 
Officials say div. is not to be regarded as regu- 
lar qrtly. but as a div. out of surplus earnings 
of last yr. In 1912 Co. earned nearly 6% on 
com. If current yr. is equally good there is 
every reason to hope for regular divs. This is 
first div. since 1 


Reading. —*BIG EARNINGS.—Co. is 
conspicuous for large earnings, having reached 
full yrly. div. requirements in 5 mths. to Nov. 
30, with a comfortable margin to spare, and 
continuing to pile up surplus since that date. 
For 8 mths., balance for divs. has gained over 
90% compared with previous yr. Operating 
ratio in Feb. was 62.9% against 65.4% in 1912. 
It now looks as if balance for com. full fisc. yr. 
will be 17%. 


Remington Typewriter.—*BUSINESS 
PROSPECTS.—This company succeeds Union 
Typewriter. Earnings in 1912 6.4% on com.; 
6.6% in 1911; 4.5% in 1910; 5.3% in 1909. The 
pref. stocks have unbroken div. records back 
to formation of Co. in 1893. Com. received 
6% yrly. 1902-1907 and Pres. Earle now says 
that if nothing of an alarming nature takes 
place in the meantime he will strongly recom- 
mend to directors resumption of divs. Oct. 1. 
Hereafter Co. will both make and sell type- 
nes machines under name of Remington 

o. 

Republic Iron & Steel—*CURRENT 
EARNINGS.—For March qtr. earnings were 
at yrly. rate of over 14% on pref., or about 7% 
on both pref. and com., in spite of flood losses. 
Believed that total earnings for half yr. will 
show about 7% for com. Impossible to con- 
firm reports that directors intend to pay off 
accumulated divs. of about 8% on pref. (in- 
cluding outstanding scrip) and to put com. on 
div. basis. Order books are filled practically 
to end of yr. 

Republic Ry. & Light.—*1912 RESULTS. 
Gross earnings for yr. gained 104%, net 11%, 
and surplus overcharges 25%, as compared 
with .1911, giving 6% on pref. and 3.5% on 
com., against 6% and 18% respectively in 
previous yr. Feature of last yr. has been ag- 
gressiveness in obtaining new business, espe- 
cially new power business. 


Rock Island —*EARNINGS.—R. I. Lines 
gained $1,300,000 net after taxes in 8 mths. 
ended Feb. 28, while maintenance increased 
$1,800,000. Passenger receipts increased 6% 
- freight receipts over 14%; total revenue 

0. 


Rubber Goods.—*SMALLER INCOME. 
—Annual report of U. S. Rubber for yr. end- 
ing March will show dec. in income from Rub- 
ber Goods. Yr. ending March 31, 1912,. Rub- 
ber Goods paid 12% com. divs., ‘from which 
U. S. Rubber received $2,024,000. The entire 
other income account of the main concern 
amounted to $2,691,000. This yr. Rubber 
Goods has paid only 9% in divs., owing largely 
to decreased profits in its rubber tire de- 
partment. (Controlled by U. S. Rubber.) 


Rumely (M).—*ISSUE OF NOTES. 
—In_ spite of issue of $10,000,000 6% con- 
vertible notes and raising of com. stk. from 
$12,000,000 to $22,000,000 to provide for con- 
version of notes, interests connected with Co. 
declare that 6% ‘div. on com, is not in danger. 
Report for 1912 showed 10.3% earned on $10,- 
908,000 outstanding com. compared with 8.3% 
on $9,190,000 stk. prev. yr. Of total gross sales 
for 1912 $11,595,000 were domestic and $6,000,- 
000 export business. 

St. Louis Southwestern.—* EA RNINGS.— 
For 8 mos. ended Feb. gross gained $953,000 
over prev. yr.; net after taxes inc., $306,000; 
surplus after fixed chgs. incr. $134,000. 

Seaboard Air Line—*GOOD PROS- 
PECTS.—If earnings continue at present rate 
Co. will be in a position to consider divs. by 
July. In Jan. and Feb. Co. earned about 2% 
times adj. inc. bond interest, and best part of 
yr. is still ahead. Apparently balance for pref. 
divs. full fisc. yr. will be over 5%. 


Sears-Roebuck.—*STEADY BUSINESS. 
—Gross sales are about $3,000,000 ahead of 
last yr. with regular monthly increases of 11.7% 
for Jan., 6.7% for Feb. and 10.7% for March. 


Sloss-Sheffield.—*A NNUAL REPORT.— 
Fisc. yr. ended Nov. 30, 1912, surplus after 
taxes was $553,000, incr. of $148,000 over prev. 
yr. Average delivery price of all iron 1912 
was only 10c. per ton higher than 1911. At 
beginning yr. Co. had an accumulation of 88,- 
000 tons iron in yards, and Nov. 30 stks. had 
been reduced to 25,000 tons. Since close of 
fisc. yr. deliveries have been at better prices. 
If no radical changes are made in the tariff, 
Co. has under consideration improvements in- 
volving large expenditures out of earnings. 


Southern Pacific.—*DISSOLUTION.— 
Latest project for dissolution, according to a 
director, is to place the $126,650,000 So. P. 
stk. owned by U. P. with National City Bank 
of N. Y. as trustee, with power to sell as fav- 
orable opportunities are offered. 


Southern Ry.—*MAINTENANCE. — 
Most important influence in slow rate of gain 
in Co.’s net earnings is liberal application of 
funds for maintenance. In 7 mos. ended Jan. 
31 expenditures for maintenance of way were 
$5,332,000 against $4,371,000 in same period last 
yr., and for equipment $6,701,000 against $5,- 
905,000. Combined increase equaled over 
17%. Maintenance of property was at yrly 
rate of $2,930 per mile against $1,982 in 1909, 
first full fisc. yr. following panic. Evidently no 
let-up is proposed in application to property 
of all funds that can be spared. 
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Studebaker.—* ANNUAL REPORT.—For 
1912 net profits increased $659,000, divs. incr. 
$222,000 and surplus incr. $437,000. Current 
assets $24,049,000, current liabilities $11,069,- 
000. Sales of automobile division incr. 10% 
and vehicle division 24% over 1911. Contracts 
— _— for 40,000 automobiles season of 


Tennessee Copper.—*ANNUAL RE- 
PORT.—For 1912 net profits were $1,095,000 
against $407,000 in 1911, and profit and mee 
surplus $2,084,000 after carrying $200,000 
general reserves, compared with $1,688,000 - 
1911 after reserves of $40,000. Consulting en- 
gineer says: “Yr.’s production of 443,000 tons 
was more than replaced by development, and 
ore has frequently overrun figured tonnages. 
Another light increase in ore reserves is likely 
at end of 1913. Developments now going for- 
ward will not be completed before 1914, but 
will show large additional ore tonnages.” 


Texas & Pacific.—*HARD LUCK.— 
Floods both last yr. and this, and insurrection 
in Mexico, have reduced gross earnings and 
increased expenses. Overflow along the Mis- 
sissippi last yr. cost the Co. $1,200,000. Gross 
earnings for 7 mos. gained $725,000, but all 
was absorbed by repairs. Operations are still 
showing a safe margin over fixed charges 
and taxes. 


Third Avenue—*STORAGE BATTERY 
CARS.—Public Serv. Com. has ordered a 
hearing on application of Belt Line to substi- 
tute storage battery for horse cars. Stated Co. 
has 20 storage battery cars ready to put into 
operation. 


Tobacco Products. —*MELACHRINO 
DIVIDENDS.—Understood that Melachrino 
Co. expects to pay divs. at rate of 14%, giving 
Tob. Prod. an inc. from that sub-Co. of about 
$500,000 a yr., or 72% of entire yrly div. re- 
quirements. 


Union Bag & Paper.—*ANNUAL RE- 
PORT.—Yr. ended Jan. 31 surplus for divs. 
was only $50,000 against $578,000 prev. yr. and 
only a fraction of 1% was earned on pref. 
stk. Bonded debt is now $3,997,000, having 
risen almost continuously from $1,900,000 in 
1906. Pres. Barratt receives $25,000 a yr., 
while two vice-presidents and the secretary 
each receive $10,000. , Barratt stated he would 
not recommend reduction in salaries. 


Union Ry., Gas & Electric—*SALE OF 
NOTES.—Co. has sold $1,500,000 5% collat- 
eral notes. Controls St. Rys., Interurban Gas, 
Electrie Light and Power properties in Ind., 
Ill. and Wis. Earnings 12 mths. ended Jan. 
were about 7% on com. Note issue is to pay 
for several small properties acquired and for 
extensions and betterments. 


Union Pacific—*DISSOLUTION.—New 
plan will include asking Court for reasonable 
time, perhaps a yr., in which to dispose of So. 

stk. This means that no new syndicate will 
be formed if plan is approved, at least in the 
near Suiie—Tiabers through sale to the pub- 


lic of So. P. stk. would probably arise from 


genuine dissolution of understanding between 
the two Cos. if such should result, and conse- 
quent growth of actual competition between 
them, which would threaten the high freight 
rates of U. P. and would render continuance 
of 10% divs. less likely. 


United Fruit. — *FINANCING.—Oficial 
says: “When money conditions are right we 
shall do some financing, but there is no hurry, 
and stockholders may rest assured that Co. 
will not borrow until rates are more attractive 
than now. We have only normal bank loans 
and can get along nicely for months to come.” 
For six mos. to April 1, first half of fisc. yr., 
Co. is ahead of last yr. ‘$800,000 i in net profits 
on fruit importations. Co. now produces on 
its own plantations over 80% of fruit imported, 
whereas a yr. ago fully 50% came from inde- 
pendent or contract growers. Apparently Co. 
has already made enough gain in fruit earn- 
ings to offset falling off in sugar profits. 


U. S. Light & Heating —*EARNINGS.— 
For first qtr. of 1913 were enough to pay 7% 
divs. on pref. for entire yr. Orders on books 
March 31 were over $7,000,000. Possibility of 
div. on com. when directors meet in July. 


United Light & Rys.—*EARNINGS.— 
For 7 mths. ended Jan. 31 net earnings were 
$1,414,000 against $1,216,000 previous yr., or at 
yrly. rate of 9.4% on com. stock. Evidently 
beginning of divs. on com. at 4% was fully 
warranted. It is reported that within a rea- 
sonable time stock divs. will be paid on com. 


U. S. Realty & Improvement.—*EARN- 
INGS.—Co. is expected to show about 9% on 
its stock for yr. ending April 30 against 8.27% 
prev. yr. and 9.36% in 1911. Divs. will not be 
increased. Business is expanding and new 
fields are being entered. George A. Fuller Co., 
the construction department, now has a large 
total of unfinished contracts on its books. 
Operating costs for the yr. have shown con- 
siderable increases. 


U. S. Rubber.—*INCREASED DIVI- 
DENDS.—The 4% rate on com. stock, now 
raised to 6%, had been in effect since Oct., 
1911, when divs. were resumed after elapse of 
ll yrs. Over 90% of 2nd pref. stock has been 
cancelled under recent offer made by Co. On 
bal. of this stock regular qtrly. div. of 14% 
was declared. Earnings for yr. ended March 
31 will be from $1,500,000 to $2,000,000 over all 
divs. declared—tIn 1912 margin of profit on 
rubber tires was 7.7% while in 1910 margin of 
profit. on boots, shoes and miscellaneous 
products (apparently not including Rubber 
Goods Co.) was 22.8%. Manufacturing profits 
have steadily declined since 1910. So far as 
the reports show, depreciation charges have 
not been paid since 1909. 


United Shoe Machinery.—*STOCK DIS- 
TRIBUTION.—Co. will distribute com. stock 
to lessees under profit-sharing plan adopted 
Jan., 1910, and abandoned Dec. 31 last. 
Slightly more than 30,000 shares are involved. 
There will be no increase in outstanding cap., 
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as the stock was picked up in the open market 
during the 3 yrs. the plan was in operation. 
The present distribution will complete this un- 
usual profit-sharing device. 


U. S. Smelting —j}ANNUAL REPORT.— 
Yr. 1912 showed excellent results. Co. was 
aided by high prices for its products, but from 
the operating standpoint also a good improve- 
ment was shown. Of the 4 metals handled, 
copper alone showed a decrease, from 22,000,- 
000 to 21,000,000 Ibs.; lead rose from 49,000,000 
to 56,000,000 Ibs.; silver from 10,000,000 to 
12,000,000 ounces, and gold from 118,000 to 
140,000 ozs. Earnings after depreciation were 
$7.20 a share compared with $3.25 in 1911 and 
$2.24 in 1910. Working capital was increased 
from $7,641,000 to over $9,000,000. 


United States Steel—jANNUAL RE- 
PORT.—Steady reduction in margin of profit 
during past 3 yrs. Output of steel products in 
1912 was 12,506,000 tons, which was the larg- 
est in Co.’s history, comparing with 10,733,000 
tons in 1910 and 10,564,000 tons in 1907. Yet 
net earnings in 1912 were only $108,174,000 
against $141,054,000 in 1910 and $160,964,000 in 
1907. In profits per ton 1912 gave $8.65 
against $13.14 in 1910 and $15.23 in 1907. 
Early in 1912 prices for most steel products 
were lowest since 1898. Record production 
enabled Co. to earn its 5% com. divs. Had 
production been no larger than 1910, which 
was the yr. of prev. greatest activity, profits 
would have been only about 2%% on com. 
stock. Question arises as to ability of Co. to 
earn 5% div. in a depression. Increased costs 
and keen competition appeared to be respon- 
sible for reduction of surplus to only $3,605,000 
over $25,415,000 com. divs. in 1912, despite 
record volume of output. 


Vulcan Detinning—*A NNUAL RE- 
PORT.—For 1912 surplus after pref. divs. was 
$57,000, equaling 2.9% on $2,000,000 com. stock. 
This surplus compares with $84,000 for last 9 
mths. of 1911; $27,000 for 12 mths. ended 
March, 1911; and $118,000 in 12 mths. ended 
March, 1910. 


Wabash.—* PROGRESS.—Receivers have 
raised estimate for gross earnings this fisc. yr. 
to $32,000,000, or $3,650,000 over last yr. The 
property is fast getting into better shape. Re- 
organization is now being delayed by suit of a 
stockholder named Pollitz, who owns 1,000 
shares of stock. A large part of increased 
revenue goes into heavier maintenance and 
rehabilitation, and a high proportion is going 
into transportation expenses owing to large 
amount of improvement work under way, 
which will not be completed before summer. 
During current yr. Co. has received 91 new 
locomotives, costing with other equipment 
about $4,000,000. 


Western Electric—*A NNUAL RE- 
PORT.—Earnings for 1912, 32.4% on stock 
against 219% previous yr. Current assets 
$47,420,000 against current liabilities of $6,329,- 
000. Surplus $21,168,000, besides various re- 
serves of $4,570,000.. (Cont. by Am. Tel. & 
Tel.) 

Western Union —*GOOD BUSINESS.— 
Gain in gross for fisc. yr. ending next June 
will probably be 15%, making total income 

7,000,000, against $41,661,000 last yr. and 
$30,541,000 in 1909, when American Tele. be- 
gan building up the property. At that time 
there had been practically no increase in rev- 
enue for over 10 yrs. and 75% of the property 
was being operated at a loss. By June next a 
depreciation reserve fund of over $5,500,000 
will be built up, and for this reason the gain in 
gross now makes little reflection in net. 


Westinghouse Electric.—*EARNINGS.— 
Fisc, yr. ended March will probably show 
71%4% or 8% on com. stock, against 5.9% last 
yr. and 12.5% previous yr. Forward orders 
are better than ever before and the business 
shows plenty of vitality. 


Westinghouse Machine.—*CURRENT 
EARNINGS.—Shops are crowded with new 
work and large additional orders are pending. 
Co. is making improved steam turbine units 
running as high as 30,000 h. p. where 5,000 h. p. 
was considered almost the maximum a few 
yrs. ago. Co.’s product now includes new 
lines of steam pumps, steam condensers and 
other auxiliary apparatus. Mr. Westinghouse 
is giving the Co. much personal attention. 


Wheeling & Lake Erie —*NEGLECT.— 
This Co. & Wab.-Pitts. Terminal since receiv- 
ership have been fiaancially and physically 
neglected with disastrous results. The obli- 
gation to build up properties which usually 
falls upon reorganization committees has been 
forgotten. The Terminal Ry. has been going 
from bad to worse. Wheeling has stood up 
much better, but neither Co. has credit at 
the present time. 


Wisconsin Central.—*REHABILITA- 
TION.—Gross earnings last half of 1912 in- 
creased 11% over 1911 and net earnings gained 
19%, W. C. is now operated by the Soo Line 
as its Chicago division and constitutes Can. 
Pacific’s American line into Chicago. Current 
yr. should show largest gross earnings and 
best general results ever obtained on this road. 


Woolworth (F. W.).—*INCREASED 
DIVIDENDS.—Co. declared 1%% qtrly. on 
stock, payable June 1, First quarter of 1913 
sales were $12,935,000, gain of $2,111,000 over 
1912. Expansion continues a feature. In past 
few weeks leases for 6 new stores have been 
signed. 
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This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Amalagamated-Anaconda.—*The_ largest 
amount of silver produced by any Co. in the 
U. S. is upwards of 9,700,000 oz. by the 
Anaconda. On the average price of silver 
thus far in 1913, the silver output would 
yield about $5,800,000 for the yr. In addi- 
tion, Co. recovers about 50,000 oz. of gold 
annually thereby adding $1,000,000 more to 
its income from precious metals. Output of 
Ana. in March was 22,900,000 Ibs. of cop. 
compared with 21,250,000 Ibs. in Feb. and 
20,948,000 Ibs. in Jan. Ana. Co. declared 
regular quarterly div. of 75c. per share pay- 
able April 16, to holders of record April 5. 
Ana. has purchased all of Northern Pac.’s 
timberland in Lincoln county, Montana, 
amounting to 145,293 acres, for which $408,- 
222 was paid. No. Pac. and Ana. together 
had owned the greater portion of timber- 
lands in the state. Ana. will organize an 
independent Co. and will be the owner of 
this Sub. Co. Amalgamated receives prac- 
tically all its income from Anaconda shares. 
Ana. is producing at rate of 260,000,000 Ibs. 
of copper which indicates earnings at rate 
of $13,000,000 on 15-cent cop. This equals 
div. requirements. 


Calumet & Arizona.—{The yr. 1912 was 
by all odds Co.’s most successful yr. due 
partly to higher price for metal, and still 
more to efficiency under present manage- 
ment. Of last yr.’s soted poate of $4,540,000 
Sup. & Pitts. contributed $3,393,000 against 
$1,147,000 from Calumet & Ariz. This is ex- 

lained partly by falling off in value of the 
t. & A. ores, and increase in the Sup. & Pitts. 


Calumet & Hecla—*Net earnings of com- 
bined Cos. in 1912 were $3,758,900 compared 
with $1,418,000 in 1911, an increase of $2,- 
340,000 or 165%. Cal. & Hecla’s equity in 
the earnings was $1,477,500 against $589 200 
in 1911 or $14.75 per share against $5.85 per 
share, by Cal. & Hecla. on C. & A. 100,000 
shares. Annual report shows production of 
67,856,429 lbs. copper at cost of 9.86% per 
lb. Average yield was 24.18% Ibs. per ton 
against 25.47 in 1911.—Balance shows sur- 
plus Dec. 31, $10,716,414 against 11,263,106 
one yr. ago. Four divs. amounting to $42 
= share were paid during the yr. which 

as been changed to end Dec. 31 instead of 
April 30. 


Chino.—}March output was 4,587,509 Ibs. 
exceeding by over half a million Ibs. its 
previous largest output. For first quarter 
the output has been 11,658,065 Ibs. which 
compared with 10,910,474 in the latter part 


of 1912. In one yr.’s time the production 
has jumped, for the first 3 mos., from 
3,271,880 Ibs. On the March basis, Co. is 
now producing at the rate of 55,000,000 Ibs. 
a yr. On 15-cent cop. it must be earning 
now at the rate of $4.50 per share. With 
full mill operation Chino should produce 
65,000,000 Ibs. a yr. and earn close to $6 per 
share. 

Daly-West.—*Co. reports for yr. ended 
Dec. 31, 1913, ore sales $587,961, net profits 
$134,883, cash on hand $109,869, against 
$310,389 a yr. ago. The payment of divs. 
aggregated $216,000 during the yr. The ex- 
penditure of $117,734 made it necessary to 
curtail the two last divs. to 15 cents each, in 
order to maintain usual safe reserve in the 
treasury. 

East Butte.—*Net earnings of over $1,- 
000,000 in 1912, or more than double profits 
of previous fiscal yr. Net earnings have 
been applied to the retirement of the debt 
created by the purchase of Pittsmont prop- 
erty. By May 1 next, the East Butte Co. 
will be entirely free from Pittsmont debt, 
as there are now only $200,000 of notes out- 
standing, $100,000 on April 1 and $100,000 
on May 1. In past three mos. $300,000 have 
been retired. 


El Paso.—*A despatch from Pres. Burris, 
who is at the mines at Cripple Creek, states 
that the ore developed on the 700-ft. level 
runs 4 ozs. of gold to the ton across the 
vein which is 12 ft. wide. 


Goldfield Cons—The annual report covers 
a period of 14 mos. The end of fisc. yr. 
having been changed to Dec. 31. The total 
value of product was $8,230,238 or $19.77 
per ton against $32.25 per ton over prev. yr. 
Loss in tailings $564,208, leaving values 
recovered $7,652,045. Operating expenses 
were $2,678,250 and other deductions 
$87,395, leaving a net profit of $4,886,399 or 
59.44% of total production against 69.95% 
in 1911. Co. had on hand at close of yr. 
$943,596 in cash and bullion of which 
$728,823 was in cash and no debts. Official 
estimate of March operating results shows: 
Tons of ore mined, 30,100; gross, $650,000; 
operating expenses, $185,000; net, $465,000. 


Granby Con.—*Co. is improving, and with 
next yr. should produce 40,000,000 to 50,- 
000,000 Ibs. copper at cost of nine cents per 
Ib. This would mean substantial earnings 
with all bonds converted. At present time 
Co. is producing in excess of 20,000,000 Ibs. 
from Grand Forks and Phoenix property. 
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Costs have been about 8c. per Ib. so that 
on a 15c. cop. market property is earning 
in excess of present div. of $1.50 per share, 
which indicates an annual rate of $6 per 
share. 


Greene-Cananea.—* Profits for 1912 ap- 
proximated $2,300,000, operating cost about 
10 cents Ib. while fully half cent a Ib. ad- 
ditional was charged to construction. In- 
terference due to Mexico’s troubles was the 
chief factor affecting higher costs. So. Pac. 
will not operate a single car to Cananea, as 
equipment Co. had in Mexico was con- 
fiscated by the rebels. 


Inspiration.—*Co. had $1,752,025 cash on 
Dec. 31, last. Current assets total $2,769,356 
and current liabilities $137,436. Pres. 
Thompson says that all the $6,000,000 con- 
vertible bonds offered for subscription in 
Jan., 1912, were subscribed for. Beginning 
with 1916, ten cents a ton, and from 1919 
until mortgage is fully discharged. Twenty 
cents a ton will constitute sinking fund. 
Co. is amply supplied with funds, and man- 
agement fells sure that by end of 1914 Co. 
will become income producing. 


La Rose.—*Production of silver last yr. 
was 2,816,597 ozs. compared with 3,691,797 
ozs. in 1911, the cost of which rose from 
19.20 cents in 1911 to 25.93 cents in 1912. 
This increase of 6.73 cents in cost compares 
with an 8.11 cent higher average received 
for the metal. Co. was in a strong cash 
position at end of yr. having over $1,600,000 
in cash and loans $1,277,000 at the end of 
1911. Of the cash surplus Co. had $500,000 
out on call loans, and $1,159,359 in banks. 
Combined surplus of the holding and 
operating Cos. at end of yr. amounted to 
— and was equivalent to 12%% on 
stock. 


Mason Valley.—*Pres. Thompson reports 
for yr. ended Dec. 31, 1912, gross operating 
profits $403,122, and after writing off for 
depreciation and equipment $102,269, de- 
ferred charges and interest, the net profit 
for yr. was $226,896 


Miami Copper.—*Annual report cover- 
ing fisc. yr. 1912 (first full yr.’s opera- 
tion). Total income $5,434,584 net profits 
after expenses and taxes were $2,271,386. 
After deduction of interest and depreciation, 
bal. was $2,029,764, which equaled to $2.72 
per share. Current liabilities $3,393,983. 
Profit and loss surplus $1,523,216. During yr. 
Co. sold 32,477,923 Ibs. copper at average of 
16.58% lb. Ore reserves estimated at 20,- 
800,000 tons. Running 2.48% copper. 


Mines Co. of America.—*Co. report for 
yr. to Dec. 31 operating profits 13,995. 
Net profits, $580,800. Previous surplus, 
$2,198,982. Total surplus, $2,779,782. Divs., 
$147,487, depreciation, $204,026. Profit and 
loss surplus, $2,428,269. 


Nipissing.—*The forthcoming annual re- 
port will make one of the best, if not the 
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very best showing in history of the Co. It 
is learned that after paying for new 
low grade mills, and disbursing $1, 300,000 in 
divs. during the yr. the surplus will be prac- 
tically as large as that in the preceding yr. 
There are about 300 acres of ground that 
have not been touched. The new low grade 
mill is treating better than 200 tons a day 
and saving nearly 90% of the silver values. 


North Butte—*Co. declared a quarterly 
div. of 50c. a share. Three mos. ago 50c. 
was declared; yr. ago 40c. Div. is payable 
April 19 to stock of record April 4. 


Quincy Mining—*Annual report shows 
that during 1912 Co. produced 20,624,800 Ibs. 
which it sold at an average of 16.24 cents per 
Ib., realizing $3,381,587, or $526,783 more 
than in previous yr. Operating expenses 
were $2,291,913, leaving net profit of $1,089,- 
674 as compared with $489,738 prev. yr. 
Total income was $1,104,919, and surplus 
after deducting various amounts was $960,- 
779, equal to $8.73 per share compared with 
$4.61 earned prev. yr. 


Ray Consol.—jThe march output was 
4,420,000 Ibs., 330,000 Ibs. larger than any 
previously reported. Last yr. Co. made a 
remarkably rapid advance. In the Ist 
quarter of 1912, output was 7,169,000 lbs., in 
Ist quarter of 1913, 12,312,000 lIbs., an in- 
crease of over 70%. Even after recent drop 
of 2% cents in the price of copper, Co. must 
be earning at rate of $2 per share. 


Utah Copper & Nevada Con.—}These 
Cos. have now very nearly recovered from 
the effects of the strike of last fall. Utah’s 
output for Feb. was 7,819,900 Ibs. against 

,560,000 in Jan., 5,975,000 in Dec., and 
4,802,000 i in Nov. Nevada in Feb. produced 
4,798,531 lbs. against 4,169,708 in Jan. and 
3,975,000 in Dec. There is on deposit with 
a N. Y. Trust Co. $6.16 for each share of 
Cumberland-Ely Copper that was not ex- 
changed for Nevada, on basis of 3% for one. 
Cumberland Ely has been dissolved as of 
April 1. Nevada in 1909 increased stock 
from $8,000,000 to $10,000,000 for the pur- 
pose of taking over with the 400,000 shares 
of new stock the Cumberland-Ely with 
1,300,000 shares. In Aug., 1910, Nevada 
bought assets of Cumberland which gave 
buyer in addition to mining lands, full stock 
ownership in Steptoe Smelter. 


Utah Consol.—*Co. has declared div. of 
50c. per share payable April 12 to holders 
of record March 29. Product from ores 
shipped during yr. were 6,506,814 Ibs. of 
copper; 8,734,398 Ibs. of lead, 230,004 ozs. of 
silver, and 140,042 ozs. of gold. The profits 
for the year were $603,923. 


Yukon Gold.—*Report for oe JT, ended Dec. 
31 shows production of $4,863,448, operating 
costs of $2.142.029, leaving net profits of 
$2,721,419. Royalties, interest charges, gen- 
eral expenses and dividends at the rate of 
6%, amounted to $2,698,827, leaving surplus 
for yr. of $22,592. 














SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes 


How a Stock Market Swing Culminates 


By H. H. LAKE 


efforts of this magazine to secure 

articles most likely to result in 
profits for its readers, I have endeavored 
to describe as simply as possible a prin- 
ciple which, if well understood, will am- 
ply reward the time spent in its study 
and application. I find it necessary to 
preface my description with a little re- 
cent market history. 

On December 12, 1912, as the climax 
to three preceding million-share days of 
falling prices, Union Pacific was jammed 
down under heavy pressure in a gen- 
erally demoralized market to a fraction 
below 151, well below the figure (160) 
at which the late E. H. Harriman had 
said it was “always a buy.” 

This was at the end of a long decline 
or “swittg” which actually started Octo- 
ber 1, but which was temporarily inter- 
rupted by the sharp but short-lived rally, 
or drive against the shorts, which fol- 
lowed the election of Governor Wilson 
on November 6, and continued through 
the next day, after which the decline was 
slowly resumed. This rally carried U. P. 
from 168 to 175, almost back to the high 
point of 17634 at the beginning of Octo- 
ber, and was a fine example of how 
shorts are sometimes induced to do their 
own running in, and decimate their own 
ranks. 

After breaking through 151, U. P. re- 
bounded vigorously, reaching a quotation 
six points higher the next day. This 


Hy etior: in mind the commendable 


was the first rebound or rally worthy of 
the name during all the days of steady 
decline from November 8 to December 





12. The next few days witnessed a wide 
range of prices, U. P. being 154 one day 
and 160 the next, and other stocks ac- 
cordingly, but the list had found a 
pivotal point or axis, and though forced 
above it by excited covering, and de- 
pressed below it by disheartened sales, 
the list always returned to a midway 
balance. 
* * * 
OW what is important is that this 
balance point or level of equilibrium 
was reached several days before the low- 
est prices were made, and was adhered 
to a number of days afterward. If you 
had arbitrarily established it for your- 
self, say in U. P. at 154 to 155, you 
could have noted that the price was 
driven below and above that point many 
times, each time returning to a balance. 
This forcing above and below the axis 
forms, in almost any kind of daily 
graphic record, an elongation or stretch- 
ing of range, quite marked and notice- 
able, the duration of which often extends 
from a day or so before the low points 
are reached to several days afterward, 
although to the superficial observer the 
downward move seems continual, the im- 
pression being assisted by the new low 
figures made by specialties and minor 
stocks after the leaders are through. 
This “stretching,” or widening out of 
the daily range, is an indication of un- 
derlying resiliency, and is in evidence 
at the end of nearly all prolonged de- 
clines, the exceptions occurring when 
the natural tendency to rebound is de- 
layed or temporarily overcome by power- 
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ful pressure designed to disguise the 
oversold condition of the market long 
enough to permit ‘covering of short lines ; 
to accumulate a line of long stocks; or 
both simultaneously, it being a desirable 
accomplishment to close out and reverse 
to the other side, when the turning point 
for the next swing is indicated or due. 

It is at these points that numerous 
small bears who have been following the 
decline with increasing hopes of a panic, 
are so hopelessly entrapped that they 
never see daylight, and those who try to 
stick it out are later utilized to furnish 
buyers for new short lines deftly put out 
at the high points made at the ends of 
the considerable rallies with which even 
long bear markets are interspersed. For 
there is an end to either the courage or 
the purse of most people; even those 
possessing a plethora of nerve and funds 
sometimes have to run from Pujo 
committees. 

* « + 

WHETHER caught short at the bot- 

tom or desirous of picking up long 
lines, stocks should not be grabbed for 
on the first turn or sharp rally of four or 
five points, or even (as in the case of 
Reading when the 8-per cent. dividend 
was declared) ten points from the low 
of the day; but taking the drive in of the 
shorts as further corroboration of the 
deduction that the market has actually 
turned, one should await the discourag- 
ing reaction which usually follows the 
first rally. The bottom of that reaction 
is one of the times when Opportunity 
pays her fleeting call, but the lady de- 
mands quick recognition, and finding you 
diffident or unresponsive tarries not on 
the going. 

In the study of this principle may be 
found the answer to Mr. Wyckoff’s 
query in the January number as to what 
constitutes a reaction. Buying on a re- 
action means buying at that point during 
a reaction where the stock chosen, and 
oftentimes the general list at the same 
time, manifests by the “stretching” men- 
tioned above, a resiliency sufficient to 
turn it upward in its already arrested 
downward course. 

Resiliency is an apt term. I can call to 
mind no other word which more exactly 
expresses the inherent ability to “come 
back” possessed by the material rubber, 


and it is exactly that quality in stocks 
that we are so desirous of recognizing. 

This study may also prevent the mis- 
take of “buying on weak spots.” During 
the 40-point decline in Union in 1911 
there were plenty of weak spots—every 
two or three points down. At a certain 
immature period of my checkered career 
I dropped big blobs and dollops of money 
by buying on weak spots and letting go 
on much weaker ones. 

This “stretching” principle may seem 
vague and indefinite as described, but its 
correctness has been demonstrated by 
making more profits than losses, and 
there are some ideas too intricate in all 
their ramifications to be covered by. a 
simple description. 

ok * * 
THERE are people who understand 
and utilize this principle and many 
others, but cannot or will not write about 
them. A successful operator once told 
me in answer to a question that it would 
be quite impossible for him to reduce his 
methods to writing or even language, 
any more than a billiardist or golf player 
could transfer his knowledge and experi- 
ence to others by writing about it. All 
he could say was that he had acquired a 
way of measuring a menace and of acting 

promptly on opportunities. 

Human nature is such that the public 
mind, guided by reason and _ habitual 
stereotyped forms of deduction, will 
inevitably arrive at certain conclusions 
and do certain things in an active rising 
or falling stock market. 

A statistician has stated that there are 
over eight million different ways of mak- 
ing the first four moves in a game of 
chess. No such infinitude of variety 
characterizes the stock market. It be- 
comes in the end a matter of recognizing 
the “technical situation,” and this sort of 
recognition can be attained by the close 
observation of a mind sufficiently intro- 
spective to eliminate all rubbish, and suf- 
ficiently trained to eliminate mere 
impulse. There are many principles of 
stock movements well understood by 
traders, but difficult to describe so as to 
transfer to a reader the knowledge gained 
by observation; yet the mind is easily 
trained and may be advanced by degrees 
to grasp many principles too complex to 
be reduced to writing. 




















Some Common Mistakes in Stock Trading 


By SCRIBNER BROWNE 








HE greater the number of mistakes 
we can eliminate in our efforts to 
understand and interpret the stock 

market, the nearer we come to uniformly 
sound judgment. We can’t hope to get 
rid of all mistakes, as perfection is rarely 
attainable in human affairs, but we must 
cut out as many of them as possible. 

In considering the general action and 
movements of the market there are wide 
opportunities for misconceptions. Doubt- 
less it would be impossible to even 
enumerate them all, but I will mention 
a few which I have noticed are very 
common among active traders in stocks. 

Perhaps the most general error of all 
lies in confining the attention too much 
to the action of three or four of the lead- 
ing speculative stocks. A sharp upward 
movement in Union Pacific, Reading and 
Steel common, for example, will usually 
lead the trader to characterize the market 
as “strong,” even though many, if not 
most, other stocks are inactive or 
declining. 

There are several reasons why this is 
not safe. One is that the real trend of 
the market is rarely a result of the op- 
erations of active speculators only. The 
active trader may buy or sell very 
heavily, but whatever he buys is bought 
for a quick profit, so that if the market 
goes his way he will soon be found sell- 
ing out, and, on the other hand, if the 
market goes against him he will not stand 
much loss but will soon throw over his 
holdings. 

It is the investor, or at least the specu- 
lative investor, whose operations have a 
more permanent effect on the market and 
therefore result in establishing a trend 
over a considerable period. When the 
investor buys, he does so because he 
thinks prices are low in view of condi- 
tions at the time, and he holds his posi- 
tion tenaciously unless he believes that 
conditions have radically changed. His 
purchases are taken off the market, at 
least for the time being, thus lessening 
the floating supply of stocks and making 
it easier to bull prices, 





But, of course, investors do not confine 
their purchases and sales to the most 
active stocks to the same extent as 
speculators. Hence, if the trader fixes 
his attention on the speculative favorites 
to the exclusion (conscious or uncon- 
scious) of the rest of the list, he is en- 
deavoring to form his judgment chiefly 
from the operations of those who are 
ready to whiffle about very quickly for 
any trifling reason, or sometimes we 
might almost say for no reason at all 
except a personal one. 

Another reason is that interests which 
have large commitments over a consider- 
able list of stocks often find that it pays 
them to buy or sell these big speculative 
stocks heavily for the purpose of in- 
fluencing the rest of the list. Suppose 
banking interests have on hand thirty 
different stocks which they desire to 
liquidate. If Union, Reading and Steel 
were weak and declining, such interests 
would not be able ta market other stocks 
to any advantage—in fact, they might 
find it practically impossible to sell some 
stocks in quantity at a price anywhere 
near the market. 

Under such circumstances it pays the 
banking interests to buy enough of these 
three big stocks to cause temporary 
strength in them, in order to maintain 
the market elsewhere until more of their 
other stocks can be sold. When this 
process is completed, it is ‘still possible 
for them to sell Union, Reading and 
Steel on declining prices, because of the 
wider market and more general trading 
in those stocks. 


* * * 


T will not do, therefore, to confine your 
observations to a few active stocks. 
That will result in your getting an 
incomplete or mistaken view of the 
market. 

The remedy lies in making some sort 
of regular observation of at least twenty- 
five or thirty prominent stocks, and form- 
ing your opinion from the whole, not from 
afew. The averages compiled by various 
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papers are helpful in this direction, but 
I don’t in the least believe in making a 
fetich of such averages. A careful study 
of the various stocks individually is un- 
doubtedly just as good, with one possible 
reservation—that it is more difficult to 
carry in the memory. If averages are 
used, they should not be permitted to 
take the place of a careful examination 
of the gains and losses of all prominent 
stocks every day. 

Another mistake of a similar nature 
consists in failing to consider the general 
plane of prices. For example, suppose 
American Beet Sugar has had a big de- 
cline as a result of probable tariff 
changes, and you think it has more than 
discounted the bear news on it and is 
now selling below its real value. All that 
might be true and still it might not be 
time to buy Beet Sugar. 

If, during this heavy decline in that 
one stock, the general plane of prices for 
all stocks had fallen but little and the 
trend of prices for the whole market still 
seemed to be downward, you would not 
be warranted in buying Beet Sugar. It 
is rare that a single’ stock can make head- 
way against the general trend of the mar- 
ket, and it is not safe to buy a single 
stock because it is low, unless the plane 
of prices as a whole is also low. 

*x * * 

A VERY common mistake, especially 

with those who have had but 
limited experience in the market, is to 
overlook the importance of the money 
rate in making up their minds whether 
stocks are low or high. Hardly any one 
overlooks the money rate altogether, but 
probably four traders out of five fail to 
appreciate its importance. 

For example, the average rate on prime 
commercial paper for the year 1910 was 
about five per cent. ; the same average for 
1911 was about four per cent. If we take 
an investor who buys either sound divi- 
dend-paying stocks or commercial paper, 
according to which one will give him the 
best return on his money, and assume 
that he aims to get five per cent. on his 
money, we see that in 1910 he would 
have bought commercial paper in pref- 
erence to a stock selling on a five per 
cent. basis, but in 1911 he would have 
transferred his money out of the com- 
mercial paper and into the stock. 


With commercial paper at five per cent., 
this investor would not buy a five per cent. 
stock until it sold under par; but with 
commercial paper at four per cent., he 
would give the preference to the stock 
at any price up to 125, unless he saw 
some dangerous condition ahead of the 
stock market. 

Now, while relatively few private in- 
vestors stand ready to shift their money 
back and forth in this way, those few 
are men of large resources, and an im- 
mense amount of banking capital is 
shifted as fast as it becomes available to 
whatever market or class of investments 
wil] bring the best returns consistent 
with safety. 

In fact, from the low point in July, 
1910, to the high point in July, 1911, the 
twenty rails used in the Dow-Jones aver- 
ages advanced from below 106 to over 
123—an advance not much short of that 
called for on the basis of average rates 
for commercial paper. And this advance 
was accomplished in the face of all sorts 
of political difficulties and in a year of 
poor crops. 

Not that a change in rates for com- 
mercial paper has any important imme- 
diate effect on stock prices. But when it 
comes to the question whether prices at 
any time are low or high in comparison 
with conditions, the money rate has to be 
taken into account and must be given 
the position of first importance in the 
calculation. 

* * * 


I SPOKE above of the importance of 
knowing the general plane of prices. 

There is a point here that is often over- 
looked even by the most astute students, 
and that is the effect of changes in rates 
of dividends in comparing present prices 
with those of several years ago. 

Suppose you use an average composed 
of thirty stocks, and suppose the average 
dividend on those stocks has been raised 
one-half of one per cent. in the last five 
years, from four per cent. to four and 
one-half. In such a case a price of 90 
for the average now would be as low as 
a price of 80 at the former period. 

Few people realize how many divi- 
dends have been raised since 1908. Run- 
ning over the principal railroad stocks, 
we notice the following changes: 
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1908. 1913. 
OPEL Oe 5 6 
Atlantic Coast ......... 5% 7 
Canadian Pacific ....... 7 10 
Chesapeake & Ohio..... l 5 
DE a eice kek ed ceesen 7 5 
Lehigh Valley ......... 6 10 
Louisville & Nashville... 6% 7 
eer 5 7 
ON ere 2% 0 
New York Central...... 5% 5 
Ontario & Western...... 2 0 
Norfolk & Western..... 4 6 
Ea 4 8 
St. Louis S. W. pf...... 0 5 
Southern pf. ........... 0 5 
DE Lccossvcsecets 4 0 

0 64% 86 


Here are sixteen leading railways on 
which total dividends have been raised 
over 30 per cent. since 1908, in spite of 
the fact that dividends on five of these 
stocks were reduced. This means, then, 
that if average prices should again de- 
cline to the low point of 1908, the con- 
ditions represented by that low price 
would be really considerably worse than 
in 1908—assuming, that is, that dividends 
were still maintained at the 1913 level. 

Looking at the matter differently, the 
recent low point of about 109 for the 
twenty statistical railways was really 
considerably lower than it appeared to 
be, in comparison with five or six years 
ago, because of the increase in the aver- 
age dividends since that date. 

* * * 


MISTAKE that does as much 
harm, doubtless, as any other con- 
sists in giving undue weight to some 
special theory as to the behavior of the 
market. An illustration of this is found 
in the common idea that peculiar strength 
is shown when a stock “breaks over” the 
previous high point, and special weakness 
when it sells at a new low price. 
Now it is self-evident that in a bull 
market a stock which is moving with the 
general trend must break over its pre- 
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vious high price after every reaction, and 
in a bear market it must break over its 
previous low price after every rally. As 
long as it continues to make new high 
prices it is going up, but this does not 
show that it will continue to go up. In 
other words, this matter of breaking over 
previous prices helps to show what the 
trend is at the moment, but does not tell 
us anything about what it is going to be. 

A well-known daily makes frequent ef- 
forts to draw conclusions from the move- 
ment of its averages into new territory 
either up or down, but without any 
noticeably high degree of success. There 
is no reason why the general movement 
of prices to new high or low levels should 
not be observed and considered as an in- 
dication of the present trend of prices. 
The trouble comes when the trader per- 
mits himself to lay undue emphasis on 
that one point, to the exclusion of other 
equally important considerations. 

It is really astonishing how many 
traders have some hobby in the back of 
their heads which runs away with their 
judgment at frequent intervals. Another 
common one is something like this: When 
stocks turn dull on a reaction, prices are 
going higher; for this shows that few 
stocks are for sale. Good, so far as it 
goes—but an equally important point is, 
How many people want to buy stocks? 
Although few stocks are pressing for 
sale, it may be that the would-be pur- 
chasers are still fewer, in which case the 
dead-lock will finally be broken on the 
down side. Small supply will not result 
in higher prices if the demand is still 
smaller. 


It all simmers down to this, that the 
successful trader must be capable of tak- 
ing a broad view of the situation, weigh- 
ing each element and estimating its im- 
portance, and then combining the whole 
into a sane opinion. At times this is easy, 
and there are other times when, in my 
own belief, nobody in the world can ac- 
curately calculate the various factors in- 
volved. Those are the times when it 
pays best to keep out of the market. 




















Notes on Office Trading 


X—The Study of Individual Stocks (Continued) 








N ideal stock for office trading pur- 
poses would be one with a large 
outside following, and not sub- 

ject to any influences except those of a 
purely technical nature. Such a thing 
does not exist, of course, but it is evident 
that the only ex post facto study of 
price movements that can be used as a 
basis of diagnosis is that relating to the 
purely technical side of the matter. The 
trader’s object, perhaps it would even be 
true to say his only real chance of suc- 
cess, is to learn to recognize indications 
of changes in the technical position. His 
idea must necessarily be to detect when 
a state of unstable equilibrium has arisen, 
no matter for what reason, and then to 
place himself in a position to profit by 
the evening-up movement that should 
eventually result. 

When a majority, or a good propor- 
tion, of the active stocks have arrived at 
this condition, a readjustment of price- 
level is indicated. At this point the 
trader is justified in forming an opinion, 
even if only a tentative one. Before this 
point is reached he should be as impar- 
tially neutral as his mental make-up will 
allow him to be. This is why I made the 
point last month that I must study the 
component parts of my “average” fig- 
ures in order to determine their real sig- 
nificance. 

Analysis of many stocks, along some 
such lines as will now be described with 
reference to one stock, should be the 
trader’s constant occupation. He needs, 
and only in this way can he obtain, a 
really objective basis for his “trading 
opinions,” seeing that he is to be him- 
self a participator in purely “technical” 
operations, and with the idea of securing 
profits from a correct diagnosis of tech- 
nical market movements. A good part 
of the time he will be concerned with in- 
termediate, purely technical, and_ inci- 
dental swings, but he will also, occasion- 
ally, have to consider the broader, under- 
lying position and outlook. In the course 
of such study as is here suggested the 
fact will become apparent that all active 





stocks pass through corresponding stages, 

often down to comparatively small de- 

tail, although the surface appearance of 

their records may appear at first sight 

hopelessly varied. 
co oR 

The case of Steel common, as illus- 
trated in the diagram accompanying the 
last Note will form a good basis for the 
discussion in view. 

The shaded areas represent what i call 
“trading areas,” i. e., periods during 
which more or less stock “of the kind 
that counts,” changes hands, and the way 
is prepared for a subsequent swing. The 
primary deduction to be made is a com- 
mon sense one, based on observed facts 
of human psychology. A rise of price 
and increased activity will make the pub- 
lic feel bullish. A “bulge” plus big vol- 
umes (and bullish hot air!) will prac- 
tically compel them to come in. A hori- 
zontal price range, after an advance, will 
keep them in, and the fact that they are 
not being sandbagged will induce them 
to add to their line. When they are 
loaded 

In studying such records for the pur- 
pose of diagnosis care must be taken not 
to mistake their pictorial features them- 
selves for the deductions which may 
properly be drawn from them. Regard 
must be had, not only to the price-record 
made, but to the circumstances under 
which it was made. For example, in the 
diagram, area No. 2, started when the 
price was around 73 and five days of 
relatively large volumes between 70 and 
73 ensued. This occurred after a rise 
from 60. Fifteen days’ more trading 
then occurred between the same price 
limits ending in an active, strong day, 
when the high around 73 was again 
reached, eighteen days after that price 
had been touched before. The fact that 
the original high price was not broken 
through was not of itself the real signifi- 
cant feature, but the fact that during the 
preceding three weeks there were four 
intermediate occasions around 72 when 
the stock “looked like” going on up. Dur- 
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ing this time a number of apparent bot- 
toms were made around 70. Each time 
it looked as though stops at 70 were be- 
ing gunned for. 

By comparing the swings A. D, E, and 
the rising trading area 6 with the areas 
and shakeouts from 2 to 5 inclusive, a 
fair idea will be gained of the ordinary 
rationale of a single major swing. Note 
especially that after swing E the area 6 
was on an ascending line, and how, dur- 
ing area 7 the slow, descending diagonal 
was succeeded by a relatively quick up- 
turn. 

The daily “block” chart running from 
2 to 5 shows how horizontal trading areas 
(after a rise) were followed by shake- 
outs, proved to be such by their prompt 
recoveries. Nothing of the kind hap- 
pened during the real distribution areas 7 
to 10, as will be seen on consulting a de- 
tailed chart constructed on the same plan 
as the portion shown. 

Examination of similar charts of other 
active stocks will show the same features, 
with the important differences, first as 
to the time at which the swings occurred, 
and secondly, that each stock’s chart 
record has a more or less distinct physiog- 
nomy of its own, which obscures, to some 
extent, the underlying similarity. 

* * * 

The rationale of a typical major bot- 
tom can be studied in the same design by 
calling B the extreme price reached. The 
ordinary proceeding after a major de- 
.cline is something like this: An “ac- 
cumulation” level is reached (e. g., No. 
2), then a final “shakeout” is engineered 
(B), the first rise peters out, and a re- 
action -ensues (C), during which many 
chronic bears start in to fight the ensuing 
advance, which is usually more or less in- 
decisive-looking (e. g., D, E and 6), un- 
til a price-level is reached around which 
public buying is actively invited. 

The important thing to be borne in 
mind in this connection is that after any 
kind of a severe decline has apparently 
culminated and more or less of a 
rise has ensued, it seems necessary, 
for tactical purposes, that one or 
more attempts should be made to 
ensure the existence of a dogged short 
interest. It does not always take the form 
of a severe secondary slump, such as 
happened after the panic of October, 
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1907, during which, by the way, a num- 
ber of much lower prices were reached 
than had been touched during the panic 
itself. But something always happens to 
upset the equanimity of those who bought 
when the real worst was happening. 
Even when this secondary weakness is 
not very clearly defined by price records 
it can be traced in the general aspect of 
the market’s action, and I have always 
found it definitely shown by some, at 
least, of the active leaders. 

aa * * 

Tops, that is to say, distribution pe- 
riods, are not made along the same lines. 
Careful examination of the records will, 
it is true, generally show that there is a 
particular, isolated, culminating point 
reached by each stock, but no such a 
thing as all stocks making their final 
highs simultaneously has ever come with- 
in my observation. In this case, the prin- 
ciple of horizontal “trading areas,” so 
often alluded to, comes into play. I had 
my assistant make for me a composite 
chart of the tops from August, 1909, to 
the end of the year, by equalizing the 
price-range of each of twenty stocks and 
then charting them one over the other. 
The result was practically a_ straight, 
horizontal ribbon along the top of the 
paper. 

* * *” 

The trader of experience is undoubted- 
ly — in his deductions to a consid- 
erable extent by mere observation of the 
action of the market, with a minimum 
reliance upon definite methodical records. 
Experience gives him, in proportion to 
his natural aptitude, a sort of sensitive- 
ness, somewhat akin to that of the old 
physician who diagnoses a case from its 
symptoms but without conscious enum- 
eration of them. But, back of this capa- 
city for intuitive balancing of conditions 
lies a long and laborious education. 
There is no easy money in Wall Street. 
The path of the office trader’s ascent of 
Parnassus is a rough one, and when he 
reaches any given level he finds that 
nothing but continued effort will prevent 
him from slipping downhill again! 

* * * 


Up to this point, these notes have been 
written with the idea of pointing out 
what I consider the proper angle from 
which to view the trader’s judgment- 















forming material. The market facts upon 
which his deductions must rest are ac- 
cessible to all. Recording them in meth- 
odical form is a bit laborious, perhaps, 
but it needs no skill beyond the reach of 
ordinary intelligence. The deductions 
to be drawn are largely a matter of ex- 
perience derived from watching the mar- 
ket in action, and taking account of the 
circumstances under which such action 
occurs. 
8 * * 

There are two or three little matters 
which have cropped up since this series 
was started that seem to call for explana- 
tion, and the present is a good point at 
which to make them. They are mostly 
due to my own awkwardness of expres- 
sion. 

Note 5, October, 1912. I keep three 
weekly “general average” charts, not two, 
as the article seems to read. They are, 
(1) The Dow-Jones averages, (2) the 
“barometer” averages of the same ten 
stocks of which a daily chart is kept, and 
(3) the high and low averages of forty 
active stocks. 

This last forty-stock chart is my real 
sheet anchor in respect to observing the 
broad, underlying course of the market, 
and the stocks used are such as are more 
or less permanent features of the market. 
They are not varied so frequently as 
those constituting my “trend line” charts. 
“Trend Line Charts.” I have recently 


adopted a suggestion made by my assist- 
ant and made the vertical, price scale 
four times, and not twice only, the hori- 
zontal time-scale. 


I incline to the belief 
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that the record thus made agrees more 
closely with the practical facts as to the 
relation between prices and time. That 
is to say, the record of a certain period 
more closely visualizes for future refer- 
ence the impression I get of the current 
market action. 

As to changing the stocks used. The 
practical value of a “trend line” is largely 
a temporary one. That is to say, the trend 
line commencing at the last important 
turning point is all that is of value. It is 
not a question here of former relative 
price-levels, but of rapidity or slowness 
of change of current level and price- 
breadth of the market that is significant. 

As to figure charts. My assistant told 
me the other day, without any prompting 
or thought of the matter on my part, that 
I hadn’t asked for them for months. I 
think, however, that they are probably 
very valuable for the broad-gauge specu- 
lator, and are also valuable to the young 
trader in learning to interpret the signifi- 
cance of the daily high-and-low charts. 

* * * 


The succeeding notes will deal with 
certain points connected with actual trad- 
ing details. I shall make no attempt to 
lay down any complete scheme for a 
trading method. Every trader must work 
out his own. But it may be possible to 
show a few illustrations of how to apply 
trading principles to trading practice. 

If in any case I do not make my mean- 
ing clear I shall be glad to answer inquir- 
ies and will try to explain more fully. 

(To be continued.) 
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This department is to answer miscellaneous questions in regard to the science of investment, methods 
of operating, the customs of the markets, etc. Please write questions briefly and, if personal reply is desired 


enclose stamped and self-addressed envelope. 


Best Stocks to Buy. 

As one of your oldest subscribers, I have 
wished you would give each month a list of live 
stocks which appear to you to be the best pur- 
chases.—C. T. 

Thanks for your suggestion, but this would 
be a very delicate proposition for us to under- 
take. We believe the nearest we can come to 
meeting your requirements is to refer you to 
our “Trend Letter.” 





Per Cent of Reserves to Normal. 

In Mr. Chamberlain's article, “Forecasting 
Business Conditions,” on page 312, I note he 
gives New York reserves Tender 10, 84.9; 
February 7, 81.8. In ‘ ‘Statistics Boiled Down” 
ro give in February, cash to deposits, 26. 

Mr. Chamberlain’s figures do not represent 
per cent. of reserves to deposits, but per cent. 
of reserves to normal. That is, normal re- 
serves for this season of the year are consid- 
ered as 100 per cent, and on February 7 the 
reserves actually held were only 81.8 per cent. 
of normal reserves for that date. You will 
find this point explained in Mr. Chamberlain’s 
article in February issue of THE MAGAZINE OF 
WALL STREET. 





Small Capital with Trend Letter. 

I am planning to give your trend letters 
a thorough tryout in the stock market, but 
do not wish to use at the start more than 
$1,000 capital and trade in 50-share lots, in- 
stead of 100. I cannot do this through Chica- 
go brokers and follow your plan fully, as you 
advise 20-point protection, and at times to 
sell one-half of one’s commitment. Most Chi- 
cago brokers do not accept orders under 50- 
share lots. At least I have been unable to 
locate one that is a member of the New York 
Exchange.—C, T. 

We would suggest that you deal in one 
stock, say Reading. As this issue is $50 par 
value, you can deal in 100-share lots, which 
equal full shares of stock. You will have 
no difficulty in placing such orders with any 
brokerage house in Chicago. Our present rule 
is to deal in full quantities instead of dividing 
in half quantities as formerly. 

The monthly cost of our “Trend Letter” is 
$10, but you can subscribe for six months 
at $50 





Daily Chart of Wheat Futures. 
Have you a book for sale, giving a chart 
form the daily or weekly fiuctuations of the 
wheat market? What I most particularly 
need is the daily fluctuations of prices for en- 
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tire —_ on the four principal delivery months. 

Such a book was published a short time ago 
by the Grain Dealers’ Journal, price $1.06, post- 
paid. We can get it for you. In regard to re- 
lation between cash wheat and futures, see 
Vol. 10 of this magazine, page 173, issue for 
July, 1912. 





Form of Order. 

S. H.—In case you are long 50 Un. Pacific 
and wish to sell this and go short 50 shares, 
you wire your broker, “Sell 100 Union.” He 
knows how you stand and this is the simplest 
way of putting it. In covering shorts and go- 
ing long, you would say, “Buy 100 Union.” 





Private Office for Tape Reading. 


M. H.—The average broker would make no 
charge for furnishing you with a private of- 
fice with ticker and telephone connection, pro- 
vided you went to his office to do your trading 
and your orders were sufficient in size to com-. 
pensate him. Whether a broker would be 
willing to fit up an office elsewhere depends 
also on the amount of your business. We 
could not give you an estimate of what this 
would cost, as ticker rents and telephone costs 
vary in different cities, but you might make 
inquiries among the brokers in the place where 
you intend to trade. 

Foreign Securities. 

What are the opportunities for “investing 
for profit” in foreign stocks? Do they — 
ate as much as American securities ?.—G. 

As a rule the American investor has little 
to gain by going into foreign stocks. The 
resources of our own country are so largely 
undeveloped that there are better opportunities 
here than in Europe, and it is difficult to get 
satisfactory information about African or 
South American stocks. As a rule, European 
stocks do not fluctuate as widely as Ameri- 
cans, especially in France. German industries 
have had numerous exciting vicissitudes in 
recent years and the same is true of English 
mining and industrial companies. “The In- 
vestor’s Year Book,” published by the Finan- 
cial Review of Reviews, 2 Waterloo place, 
London, S. W., is a useful handbook on for- 
eign stocks. 





Ten Rail Average. 

Will you kindly give me what, in your opin- 
ion, are the ten most active rails, stating 
whether common or preferred is meant in 
each case, as referred to on page 103, of 
“Fourteen Methods” ?—L. W. 
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A good selection of railway stocks for the 
purpose of keeping a ten-rail average would 
be as follows: Atchison, St. Paul, Lehigh, New 
York Central, Pennsylvania, Reading, Union 
Pacific. Northern Pacific, Chesapeake & 
Ohio, Missouri Pacific. All of the above are 
common stocks. 


Stories of Big Operators. 


Where can I read up on the operations of 
big Wall Street traders in the past, such as 
Commodore Vanderbilt, Jay Gould, Daniel 
Drew and Harriman ?— 

“The Story of Erie,” ae price $7.00, now 
reduced to $1.45, postpaid, goes into a great 
deal of detail as to the operations of Gould, 
Fisk, Drew, and their contemporaries. “The 
Book of Daniel Drew,” by Bouck White, $1.60, 
postpaid, is another source of such informa- 
tion. See our book catalogue for descriptions 
of both these books. 





Short Term Notes. 


What is the nature of the security behind the 
various issues of short term notes, so many 
of which have been offered to the public rec- 
ently? Are they as well secured as bonds? 

Such notes are on a par with debenture 
bonds as regards security. They are a general 
obligation of the company issuing them, but 
are not secured by mortgage on any special 
property. Equipment notes are an exception, 
however, as they are secured by cars, loco- 
motives, etc., purchased for the company’s 
use, and the holder of the notes has a direct 
claim on this equipment prior to the owner- 
ship of the company. It may be added, how- 
ever, that in case of a receivership the holder 
of notes generally fares about as well as the 
owner of general mortgage bonds, since the 
general mortgage applies against the whole 
of the company’s property, and in reorganiza- 
tion the claims of the note holder are likely to 
be fully recognized. 





Stop Orders. 


Where can I learn how to use stop orders 
to the best advantage? I have seen these 
frequently mentioned in your columns, but 
do = fully understand how they are used. 


A stop order is simply an order to sell at a. 


fixed price below the current market, or to buy 
at a fixed price above the market. For ex- 
ample, if Union Pacific is selling at 160, the 
trader may place an order to sell 100 shares if 
the price declines to 155, or to buy 100 if it 
advances to 165. Either of these would be a 
stop order. It is called a stop order because 
it is generally (though not necessarily) used 
to “stop” a trade from going further against 
the operator. You will find suggestions in re- 
gard to using stop orders in “Studies in Tape 
Reading,” price $3.06, postpaid, and in “A B C 
of Stock Speculation,” price 66c., postpaid ; also 
in many previous issues of this magazine. 


Certificate Transferred to Broker. 


Will you kindly inform me if it is proper 
for a broker to transfer to his name certificates 
of stock that were placed with him as col- 
lateral margin? I-placed with my broker 50 
shares of stock against the purchase of 50 
additional shares and on my statement ap- 
peared charge of $1, which I am told is trans- 
fer tax, and that my certificate was trans- 
ferred to -his name. As the certificate bore 
my endorsement and it is my intention to 
later pay outright for the additional 50 shares; 
is it right ~ I should be put to this extra 
expense ?—J. P 

When a certificate is deposited with a broker 
to serve as collateral security, it is not neces- 
sary that the certificate should be transferred 
to the broker’s name unless it is desired that 
the broker should collect the dividends. If 
the owner of the certificate endorses it in blank 
it can then be used by the broker as collateral 
at the banks without any transfer on the books 
of the corporation issuing it. 

If the broker, for any reason, had it trans- 
ferred to his own name for his own conven- 
ience, he should stand the transfer tax him- 
self. If the certificate was transferred at the 
customer’s request or in accordance with his 
wish, then the broker would rightfully charge 
the customer with the transfer tax. 

On the statement of the case as given in 
your letter, we see no reason why the broker 
should have charged you with any transfer tax 
on the certificate which you had deposited as 
collateral. 





Interpretation of Order. 


I was short 50 Steel at 62% and sent the 
following order to my brokers: “Buy 100 
Steel 61, stop 60.” They said this order would 
mean to stop 100 Steel at 60. They covered 
my 50 short stock and put me long 50 shares, 
and this is exactly what I wanted them to do. 
This only left 50 Steel to stop at 60, but when 
the stock declined to 60 they sold my 50 long 
stock and put me short 50. Was not this an 
error on the part of the broker?—H. M. 

If you were “short” 50 Steel at 62%, your 
order to buy 100 at 61 naturally put you long 
50 shares. But if you gave an order exactly 
as you state, your stop at 60 applied to the 
100 shares you bought at 61. Hence your 
brokers were perfectly right in advising you 
that after your stop at 60 was caught, you 
were short 50 shares. If I were the broker, 
and you sent me such an order, I would think 
you were going long at 61 with the intention 
of reversing your position and going short 
again if the price touched 60. 

You evidently did not make yourself clear. 
If your broker did not advise you by wire or 
letter, this was certainly his error, but the 
responsibility seems to be yours in spite of 
this fact. If you had said, “Stop 50 shares at 
60,” it would have prevented this misunder- 
standing. When you instruct a broker, al- 


“ways state exactly what you mean, so that 


there are no two ways of reading it. 
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The Elements of Speculation; by Thomas 
Gibson, with a Suggestion as to a Measure 
for Relief from Periodical Money Strin- 
gency, by Charles F. M’Elroy. Cloth, 149 
pp., with tables. (Gibson Pub. Co.) For 
sale by Ticker Pub. Co., price $1 postpaid. 

A very interesting and sensible book. 
Some of the subjects covered are: The 
Anteriority of Security Prices; Crops; Secu- 
rity Prices and Crop Prospects; Money; 
The Currency Question; Our Foreign 
Trade; Bank Clearings; Charts and Stop 
Loss Orders; Mental Characteristics; The 
Future of Our Railroad and Industrial 
Securities; Speculation in Commodities. 
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Numerous valuable tables are included. 
One of the best shows normal temperatures 
and normal precipitation in all important 
States by months. Another shows date of 
first killing frost in cotton States for five 
years. Tables of per cent. of specie to 
loans and per cent. of loans to deposits 
monthly, 1882 to 1910 are also included. Mr. 
M’Elroy makes a simple and practical sug- 
gestion on the currency question, which is 
worthy of thoughtful consideration. 

Mr. Gibson is unable to appreciate the 
possibilities of scientific tape reading, and 
does not take a well-balanced view of the 
use of stock market charts and stop orders, 
although much that he says on the two 
latter subjects is suggestive and helpful. 

It will pay the thoughtful investor to in- 
clude this book in his library. 





Readers frequently ask to be referred to responsible brokerage houses. In making 
such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 





you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians of 
our own funds, but of course can take no further responsibility. 











The Figure Chart 








The following figure chart completes the chart on page 108 of the July, 1910, Macazine 


or WALL STREET, down to date given below. 


It 


is based on the daily average closing bid price 


of 20 standard railway stocks, and gives a general view of the course of the market since 


June, 1910. 
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*In order to condense the chart, only the last figure of each number is given. Thus 9 rep- 


resenting 119, etc. 




















Essential Statistics Boiled Down 


























. HE figures below give a complete | comparisons for the corresponding month 
view of the financial and industrial | (or nearest month obtainable) in each of 
situation, with the best available | the four preceding years. 

Average Average Per Cent. Per Cent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loans to Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European New York New York All All First of 
Commer- Banks  Clearing- Clearing- National National Month. 
cial Paper house house Banks. Banks. 
New York. Banks. Banks. 
eT Ses svc cea 5% 5 26.0 100.5 $34.46 
i i ae 55% 5 25.7 100.6 eames iis 34,56 
February, 1913......... 5 5 25.8 99.0 15.6 102.7 34.71 
RE, EE dies Seesaw « 4% 4 25.7 99.2 16.9* 103.6* 34.45 
. BR Seat eee 3% 3% 27.3 96.8 17.1T 105.3t 34.53 
V3 RS ee 434 3% 25.8 100.9 16.0t 101.4t 34.87 
os oro ek 3% 3 25.9 97.4 18.3* 103.6* 34.85 
*February. ¢March. tJanuary. 
New Securi- Bank Balance of Balance of 
ties Listed Bank Clearings Gold Trade 
N. Y. Stock Clearings of U.S. Movements Imps. or 
Exchange of U.S. Excluding —Imports or Exports 
(000 omitted) (O00 omitted) N. Y. City. Exports. (000 omitted) 
(000 omitted) (000 omitted) 
March, 1913........ $43,250 $14,112,204 re Ex.$31,893 
February, ES titra 60,812 13,686,563 5,891,919 Ex. $7,016 Ex. 44,456 
March, = 63,196 14,456,844 6,039,889 Ex. 3,117 Ex. 47,834 
ii ecs' se 148,620 13,471,919 5,850,318 Im. 3,613 Ex. 22,891 
56 1910. iahincway 525,821 15,053,917 6,007,733 Im. 2,558 Im. 19,341 
. a 124,655 12,623,772 5,136,934 Ex. 16,090 Ex. 6,417 
Bradst’s English Whole- Produc’n Price U.S. Produc- U.S St’l 
Index of Indexof _ sale of Iron of tion of Cop- Co. Unfill. 
Commod- Commod- Price of (Tons.) Copper. per (Lbs. )° Tonnage. 
ity Pcs. ity Pcs. PigIron. (0000’td.) (Cents. ) (000 o’td.) (000 o’td.) 
Ageli, 1913........5. 9.30 2,717 $15.75 sidence 15.5 ale 
March, 1913....... 9.40 2,717 16.25 2,763 14.9 136,000 7,468 
¥ February, 1913..... 9.46 2.732 16.69 2,586 15.0 131,000 7,656 
Agee, TER... ccs 9.10 2,791 13.75 2,405* “15.7 125,000* 5,304* 
PH Mcsbecess.e 8.52 2,536 14.25 2,188* 12.0 130,000* 3,447* 
ee — eee 9.19 2,414 15.37 2,617* 12.7 120,000* 5,402* 
2 ae 8.31 2,176 14.25 1,832* 12.5 117,000* 3,542* 
*March 
Babson’s 
Net Building Business Average, 
Surplus Operations, Failures. Winter 10 Lead- 
of Idle Twenty Total Wheat ing R.R 
Cars. Cities. Liabilities. Condition. Bonds. 
April, 1913...... a ee ee ee 91.6 92.7 
March 1913...... 31,381 $46,702,029 008,835 94.3 
February, 1913... 37,260 33,488, 27,624,614 95.5 
April, 1912....... 18,708 49,666,896* 19,827,060* 80.6 97.9 
eC 887 51,022,522* 17,371,631* 83.3 98.4 
“ — 4910.. 25,886 60,845,215* 12,475,450* 80.8 98.5 
“ 1909... . 296,201 61,557,000* 12,660,238" 82.2 102.1 
*March. ile? - = 




















The Situation Summarized 








[While an attempt is here made to divide the important factors into favorable and 


unfavorable, this classification is for convenience only. 


It should be fully recognized 


that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities fo: 
the future. Also, it would be impossible to strike a balance in this way, as one bullish 
factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 


ESS STRAIN IN EUROPE, with a good pros- 
L pect of early peace in the Balkans, 
is one of the most important factors 
on the constructive side of values. If no 
new complications arise it looks as though 
conditions might again settle down into that 
sort of armed truce which has lasted for a 
generation. 


Reduction of the Bank of England rate 

to 44% will probably be followed by easier 

‘ rates at other foreign banks. The Berlin 

private discount rate is already consider- 

ably below the bank rate. Some of the mil- 

lions of gold now hoarded should soon 

come back into the markets—how large a 
part is an open question. 


Railroad gross earnings for March were 
on about the same level as in February, and 
some 5% better than last year. Net earn- 
ings, of course, do not show a proportional 
increase, owing to generally higher wages 
and other costs. Flood damage will also 
be an important factor in April. 


Bank clearings outside New York—an 
excellent index of business activity—are still 
running at a liberal scale. A slightly easier 
tone is noticeable in business circles, owing 
largely to tariff uncertainties, but generally 
prosperous conditions still prevail. 


The first spring crop report gives a con- 
dition of 91.6 for winter wheat as compared 
with a ten-year average of 86.3. This is a 
gratifying showing and the plant starts the 
season with a good growth and plenty of 
moisture. 


The copper producers’ statement, showing 
a decrease for March of 18,032,000 Ibs. in 
stocks on hand, although production was 


5,300,000 Ibs. greater than February, and 
with domestic deliveries 17,000,000 Ibs. 
Gen- 


a has attracted favorable notice. 
erally expected that foreign demand will 
improve when peace is assured. 


Steel business not showing any important 
relaxation as yet, with mills well sold ahead. 
New orders are coming in at a somewhat 
slower rate, however. Another month 


should give something of a line on the 
future in this industry. 





Unfavorable 


T. PAUL BOND ISSUE has demonstrated the 
S unreceptiveness of the market in a 
way to attract general attention. The 
$30,000,000 4%4s offered at 99% were not all 
taken by investors, a balance of some 
$6,000,000 being left when the subscription 
was closed. The readjustment of all stand- 
ard bonds to the basis thus indicated would 
be a serious matter for savings banks and 
other investors. 

The Pennsylvania R. R. $45,000,000 stock 
issue and the big bond issue which will be 
required to build the New York subways 
will tend further to exhaust available cap- 
ital. Almost every railroad in the country 
needs more capital and is only awaiting a 
favorable opportunity to offer securities. 

The firmness of commercial paper shows 
that business men generally need money, as 
well as the big corporations. 

Liabilities of failed firms continue to be 
unpleasantly large. 

Disastrous floods in several states came 
at a time when the heavy cost of repairs 
and rebuilding can ill be borne. This ex- 
pense will, of course, be distributed over 
months, but the additional drain on the 
money market is likely to be felt when crop- 
moving comes. 

Recklessness in public expenditures, and 
in taxation to meet them, is a feature of 
national, state and municipal politics. For 
this reason the income tax, though not ob- 
jectionable as a method of raising revenue, 
is to be feared as opening up possibilities 
for further extravagance. 

Capital applications abroad are likely to be 
large enough to prevent this country from 
getting any important assistance from that 
direction. The settlement of the Balkan 
War, moreover, will probably not release 
all hoarded money. A general condition of 
suspicion will be left behind. 

Tariff reductions seem likely to be more 
radical than generally anticipated. Some 
readjustment will, of course, be necessary. 

in carried by farmers and in elevators 
in the expectation of better prices is absorb- 
ing a good deal of credit in the interior. It 
is practically impossible for the city banks 
to reach and control these credits, as the 
loans are local and reach reserve banks in- 
directly. 




















The Market Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 








HE general course of railroad stocks for 

ten years is shown in chart form below. 

The last week given is that ending 
April 19, 1913. 

The diagram also shows, in millions of dol- 
lars, the course of excess deposits and surplus 
reserves of New York clearinghouse banks 
(excluding the trust companies), adjusted to 
a non-seasonal basis. The zero line repre- 
sents equality of loans and deposits. 

The changes shown in the deposit-loan line 
during the past month are relatively slight. 
There is still a deficit of deposits under loans, 
after seasonal deviations have been eliminated. 
This is an unhealthy condition, and past ex- 
perience has shown, as will be noticed by re- 
ferring to the earlier years on the graphic, 
that a genuine bull stock market cannot be 
expected until the excess of deposits is re- 
stored by a substantial margin. In the mean- 
time, minor variations in stock prices and in 
deposits and loans have no immediate sig- 


nificance. 
7 7. * 


Commercial paper.—The relative firmness 
of commercial paper in comparison with time 
and call money rates, is explained by the fact 
that general business is still moderately active 
thus requiring a 


at a high range of prices, 


Beesss 


good deal of capital; while the stock market 
is very dull, requiring little capital. The high 
rate for commercial paper—close to 6 per cent. 
in New York—indicates the strong demand 
of general business for money. The security 
markets do not make such a strong demand, 
hence they are gradually losing capital to gen- 
eral business. That fact and the recent heavy 
gold exports explain the deficit of deposits 
under loans. 

It is rather a curious thing that commercial 
paper should remain so high, in view of the 
light stocks of goods carried in many lines on 
account of political uncertainties. It causes 
one to stop and wonder what the rate would 
be if there were no pressing questions of 
tariff revision and currency reform, so that 
business could go on its way rejoicing with- 
out these worries. Apparently the rate would 
be still higher. A 6 per cent. rate at this 
season, with retailers’ stocks generally small, 
with business men inclined to slow up on ac- 
count of politics, and with the stock market 
making only very trifling demands for money, 
certainly emphasizes sharply the scarcity of 
capital. 

* * * 

Foreign conditions have of course entered 

into the money situation this winter to an 
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unusual extent, and it is still an open question 
whether the ending of the Balkan war, now 
presumably near, will cause any permanent 
reduction in foreign money rates. It is now 
well understood among financiers that France 
and Russia financed the Allies, while Turkey 
was unable to secure satisfactory financial 
backing. This fact accounts more than any 
other one thing for the result of the war 
down to date, and it places the continuance of 
the fighting absolutely in the hands of the 
Powers. When the supply of money is shut 
off the war will stop, and this will release 
at least some part o the cash now hoarded 
in France, Germany and Austria. 

This ought to result in temporary relaxa- 
tion, anyway. But the root of the matter lies 
deeper. The world is suffering from an over- 
issue of securities. In 1912 the total issue was 

000,000, against $3,318,000,000 in 1911. 
The 1912 figures have been exceeded only 
twice, in 1902 and in 1906, and approached in 
one other year, 1909. (It is interesting to 
note, by the way, that those were the years 
of highest prices in the New York stock mar- 
ket.) What these big demands for capital 
mean may be realized when we remember that 
the world’s aumey issues in 1892 were only 
about $500,000,000, and as recently as 1901 
only $1, 980,000,000 

Yet the big flotations of 1912 have not in 
the least satisfied the demand. Nations, mu- 
nicipalities, railroads and industrials are anx- 
iously awaiting a favorable moment for the 


issue of more securities. 
7 + 


Liabilities V 
again the largest for that month in ten years, 


of failures for March were 


as was the case in February. In fact it is 
stated that liabilities of failed firms for the 
first quarter of the year have been greater 
than for any similar period in our history, 
with the single exception of 1908. There is no 
special difficulty in understanding this situa- 
tion. The business man finds that he has to 
pay more for raw material and for labor. He 
also finds that he cannot raise the price of his 
product without lessening his sales, and at 
present he cannot borrow money without 
paying a high rate of interest. Under such 
circumstances a weak concern is naturally 
enough “up against it.’ - 

The Sevenieiibeits ‘call for the condition 
of all national banks as of April 4, will un- 
doubtedly show about as low a ratio of cash 
to deposits as was ever recorded, and an in- 
crease in the ratio of loans to deposits. At 
this writing the full returns are not available, 
but the statement of New York and Chicago 
national banks may be taken to foreshadow 
the general result. April 4 probably caught 
the reserves at about their lowest ebb, and the 
condition now is considerably better, but the 
general tendency must be acknowledged to be 
in the direction of small reserves and reduced 
deposits, while loans do not show a corre- 
sponding decline. 

Crop-moving demands next fall are likely 
to cause some strain on the money market. 
In fact high rates are a certainty unless a 


general liquidation in European countries, ac- 
companied by restoration of peace, should en- 
able us to draw gold in considerable quanti- 
ties. While this is possible, it looks unlikely 
at the moment. Domestic and foreign money 
rates taken together have not for many years 
averaged as high during the first quarter of 
the year as in 1913, with the exceptions of 
1907 and 1908. It is not probable that this 
over-extended situation abroad can be liqui- 
dated quickly enough to give us a sufficient 
supply of gold this fall to take care of crop- 
moving without stiff interest rates. 

Germany, for example, has been having a 
real boom, and business activity there is still 
on a large scale. The total of German 
imports and exports was $4,565,000,000 in 1912, 
against $3,597,000,000 as recently as 1909, 
which was a year of fair activity. Gradual 
contraction in business abroad is the thing. to 
be expected, but this is a process that must 
take time. 

* * + 

The copper situation is an encouraging 
factor. American production in the first quar- 
ter of 1913 was 48,000,000 Ibs. greater than in 
1912; yet during these three months total 
world’s stocks have fallen about 2,000,000 Ibs. 
This shows a steady consumptive absorption 
that may naturally be expected to keep the 
metal from falling below the 15c. level at 
present. The copper stocks have reflected this 
condition rather unevenly, but have done rela- 
tively better than. the rest of the market. 

Labor ere: continue to be a feature 
of the trade situation, and it is noticeable 
that in most cases the employees win a sub- 
stantial part of their demands. In many cases 
these demands are doubtless reasonable. It is 
only in a few industries that unionism has 
degenerated into a sort of dry rot which al- 
most destroys the efficiency of the working 
force. Yet higher wages and shorter hours, 
whether reasonable or not, mean that the 
business manager finds himself in a position 
of increasing difficulty. 


The conditon of ed market calls for no 
special comment this month. There has been 
no important change, so far as ftindamental 
investment conditions are concerned, except 
for the easier tone in call money at New York, 
which is largely seasonal, but is also partly 
due to the extreme dullness of the stock mar- 
ket. The minor speculative movements of 
prices have been sluggish and appear to be 
engineered with considerable difficulty. The 
market easily becomes oversold, but on the 
other hand there is a remarkable absence of 
buying power on even moderate advances. 

My own feeling is that the unpopularity of 
the stock market and the antagonism mani- 
fested toward it in many quarters (which have 
been based for the most part on a misunder- 
standing of the functions of the Exchange 
and the character of the transactions, taken 
as a whole) have about run their course. Re- 
cent investigations have, I believe, done much 
to convince the average man of the essentially 
legitimate character of Wall Street business. 





